INTERIOR DEPARTMENT APPROPRIATION FOR 1952 


WEDNESDAY, MAY 23, 1951 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room I-89, 
the Capitol, Hon. Carl Hayden, chairman of the subcommittee, 
presiding. 

Present: Senators Hayden, Ellender, O’Mahoney, Chavez, and 
Cordon. 

Also present: Senator Hoey. 


SOUTHEASTERN POWER ADMINISTRATION 
CONSTRUCTION 


STATEMENTS OF CHARLES W. LEAVY, ACTING ADMINISTRATOR; 
EDWARD P. EARDLEY, CHIEF ENGINEER, DIVISION OF WATER 
AND POWER, OFFICE OF THE SECRETARY; A. D. BURT, BUDGET 
AND FINANCE OFFICER; AND D. D. LAMB, CHIEF, SYSTEM ENGI- 
NEERING AND PLANNING, DEPARTMENT OF THE INTERIOR 


CLARK HILL-GREENWOOD TRANSMISSION LINE 
(See also p. 873) 


Senator ELLenper (presiding). The committee will come to order. 

Mr. Leavy, have you anything further to add to what you stated 
yesterday ¢ 

Mr. Leavy. I would like to make a few brief remarks on one 
matter dealt with in my statement. 

Mr. Leavy. You will note that there are four lines proposed in 
South Carolina—the line from Clark Hill to Greenwood with service 
for the Greenwood County Electric Power Commission. 

Southeastern has entered into a contract to furnish power to that 
agency. 

Senator ELtenprer. Where is Greenwood now obtaining its power? 

Mr. Leavy. They have generation of their own, but they wish to 
get other. 

Senator Exxrenper. What is the population of Greenwood? How 
much electricity is used there ? 

Mr. Leavy. I think they can testify to that, Mr. Chairman. They 
will be here. 

Senator ELtenper. Would you integrate the power now being pro- 
duced at Greenwood with Clark Hill ? ; 
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Mr. Leavy. Yes. Their facilities would be integrated with Clark 
Hill. They have both hydro and steam generating facilities. 

Senator Exienprer. Does Greenwood serve any cooperative ? 

Mr. Leavy. They serve several cooperatives and municipal systems 
in that area. 

Senator Etienper. Are they the sole source of power for those co- 
operatives ¢ 

Mr. Leavy. That is my understanding. 

I might also add that Greenwood line would provide a point of 
connection with the Duke Power Co. if arrangements were entered into 
with that company. That service area comes down about to that 
point on the map. 

Senator ELLENDER. You mean one of these wheeling contracts ? 

Mr. Leavy. Yes, sir. 

Senator Ertenper. Is the Duke Power serving any facility or any 
cooperative in that area? 

Mr. Leavy. It is my understanding that the Greenwood County is 
serving in that entire area. Duke Power and Greenwood County are 
not serving in the same areas. 

Senator ELLeNpER. How would you get connection with the Duke 
interests? Would you have to build into the line? 

Mr. Leavy. I should correct that. I believe the Duke Power Co. 
does serve an industrial load in Greenwood. They have facilities 
that come into Greenwood, although they have no residential or 
domestic customers in that town. 

Senator ELttenper. They have a franchise for that? 

Mr. Leavy. That I could not say. 

Senator ELLeENpER. Do you know whether or not Greenwood made 


any attempts to connect with the Duke interests ? 


MEMORANDUM OF UNDERSTANDING 


Mr. Leavy. I think they can tell you better than I could, Mr. Chair- 
man. 

The other lines to Batesburg would provide service to the South 
Carolina Public Service Authority. A memorandum of understand- 
ing has been entered into with that agency. We are substantially in 
agreement as to the terms upon which power will be sold to them. 
That is another case in which there would be an interchange of power 
from their hydroelectric plant and their proposed steam generating 
plant. 

(The information is as follows: ) 


MEMORANDUM OF UNDERSTANDING 


Memorandum of understanding, dated May 10, 1951, between Southeastern 
Power Administration (hereinafter called Southeastern) designated by the 
Secretary of the Interior, pursuant to section 5 of the Flood Control Act of 1944, 
to be the marketing agent for electric power and energy produced at Federal 
reservoir projects in the Southeastern States, and South Carolina Publie Service 
Authority (hereinafter called the Authority), an agency of the State government 
of South Carolina, entitled under the provisions of section 5 of the Flood Control 
Act of 1944 to a preference in the purchase of electric power and energy sold 
by Southeastern. 

Southeastern and the Authority desire to set forth in this memorandum the 
following understandings heretofore reached which the parties intend shall be 
incorporated into a contract to be entered into between Southeastern and the 
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Authority when the parties have completed necessary engineering studies, which 
contract shall be subject to the approval of the Secretary of the Interior: 

1. Southeastern will sell and deliver to the Authority and the Authority will 
purchase and receive from Southeastern electric power and energy from the 
Clark Hill project as hereinafter set forth: 

(a) Southeastern will make available to the Authority 20,000 kilowatts of 
firm power and 3,600 kilowatt-hours of firm energy per kilowatt of billing 
demand annually on monthly schedules to be agreed upon, or such greater 
amounts as tue parties mutually agree upon. The amount of power so made 
available will be the contract demand under the contract. The Authority may, 
at its option, increase the contract demand to any amount not in excess of 40,000 
kilowatts at any time within 8 months after the date of this memorandum of 
understanding upon written notice to Southeastern. 

(b) To the extent that the Administrator of Southeastern declares secondary 
energy to be available, there will be made available to the Authority as a 
minimum, a proportion of such energy determined by multiplying the amount 
available by the ratio of the Authority’s contract demand to the total of the 
name-plate ratings of the generators installed at the Clark Hill project. Such 
energy will be made available within the capacity limits of the contract demand 
or such greater amount of capacity as Southeastern may declare to be available 
for such deliveries. 

(c) The Authority will pay Southeastern for power furnished pursuant to 
this section 1 at a rate of 90 cents per month per kilowatt of billing demand and 
4 mills per kilowatt-hour of energy delivered, or at such lower rate as may be 
established by the Secretary of the Interior pursuant to section 5 of the Flood 
Control Act of 1944. The demand charge specified herein shall not apply to de- 
mands caused by the delivery of secondary energy as scheduled by Southeastern. 
The monthly billing demand will be the higher of (1) the highest 30-minute 
integrated measured demand for the month excluding abnormal, nonrecurring 
demands and demands caused by the delivery of secondary energy as scheduled 
by Southeastern, (2) 75 percent of the highest such measured demand occurring 
during the preceding 11 months, or (38) 75 percent of the contract demand, ad- 
justed for interruption credits, if any. 

2. The Authority will sell and deliver to Southeastern, and Southeastern will 
purchase and receive from the Authority, such electric power and energy as 
Southeastern may request to the extent that the Authority in its sole discretion 
may have available power and energy in excess of its requirements for its own 
customers. Southeastern will pay the Authority for such power and energy 
ata rate to be agreed upon. 

3. At the request of either party, power and energy in excess of that made 
available under sections 1 and 2 of this memorandum will be made available 
by the other party in the event of an emergency on the system of the requesting 
party. Such deliveries may, at the option of the supplying party, be returned 
in kind, kilowatt-hour for kilowatt-hour, or paid for on the basis of the energy 
charges which would otherwise be applicable to such deliveries under sections 
land 2, Southeastern will make available to the Authority, and the Authority 
will make available to Southeastern, pursuant to this section 3, such capacity 
as is not required by them, respectively, for service to their customers. 

4. The Authority and Southeastern will exchange surplus hydrogenerated 
energy and each will store energy in the form of water for the other in order to 
provide for the maximum utilization for power production of the water resources 
of each. 

5. Southeastern will deliver power to the Authority at a nominal voltage of 
115,000 volts at mutually agreeable points in the vicinity of Batesburg and Aiken, 
S. C., and at a nominal voltage of 69,000 volts at a mutually agreeable point in 
the vicinity of Hartsville, S. C. 

6. The Authority and Southeastern will agree upon such operating policies as 
are required by and are consistent with the statutes under which each operates. 

7. The contract to be entered into between the Authority and Southeastern 
will be for a term of years, which term will be successively automatically re- 
newed unless either party notifies the other that it does not desire any such 
automatic renewal to become effective. 

SOUTHEASTERN POWER ADMINISTRATION, 
By CuHas. W. Leavy, Acting Administrator. 
SourTH CAROLINA PUBLIC SERVICE AUTHORITY, 
By B. M. JErrertes, General Manager. 
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Senator ELienper. In Batesburg? 





INTERCONNECTION POINTS 
Mr. Leavy. No, their plants are located over in the eastern part of 
the State, but they have a rather extensive transmission system exist- 
ing and under construction which will permit interconnections at 
Hartsville, Batesburg, and Aiken. 

Those lines would also provide points of interconnection at Harts- 
ville with the Carolina Power & Light Co. and at Batesburg and Aiken 
with the South Carolina Electric & Gas Co. 

The South Carolina Public Service Authority serves, I believe, some 
14 or 15 cooperatives, and also serves municipal systems. 

























WHEELING CONTRACT NEGOTIATIONS 





I think it should also be pointed out that the South Carolina Elec- 
tric & Gas Co. which serves generally in that area, like the Carolina 
Power & Light Co., has not agreed to wheel power. 

We have had discussions with them, and correspondence, and we 
have submitted proposals indicating the general basis on which we 
would like to deal. They have given no apparent consideration to 
those proposals, but have instead been rather insistent that only their 
proposals be considered. 

Their proposal is rather simply to take all the power at the bus bar, 
purchase it, and then they would resell it to the preferred agencies and 
other customers. 

Senator ELtenper. Would you tell us where is the nearest point at 
which the privately owned power lines would connect to the Clark Hill 
Dam ¢ 

Mr. Leavy. I believe there are some lines in the Augusta area, which 
is not very far away, but I do not think those lines are capable, because 
of capacity and location, of doing the job these lines are to do. 

Senator ELLENper. Would you say that the proposed lines to Green- 
wood, Batesburg, Aiken, and Hartsville would take care of the output 
at Clark Hill, or would it entail the building of other lines? 

Mr. Leavy. I would like to refer that to Mr. Eardley. I am not an 
engineer. 

Mr. Earptey. Senator Ellender, these lines would take care of that 
part of the output from Clark Hill which would flow to South Caro- 
lina. It is on an interstate stream. Part of the output would flow 
into Georgia. 

I might say that there is in prospect some small additional trans- 
mission line, depending upon the amount of power that the Atomic 
Energy Commission would need, but beyond that we have not any 
plans. 

Senator Eiienper. You could not build any more centrally located 
distribution system than that indicated on the map insofar as South 

Carolina is concerned ? 

Mr. Earpiey. In working out these agreements with the preferred 
customers, these are the points of delivery where they want the power 
put into their system. 

Senator Ettenper. What did you say to that? 
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Mr. Earpiey. We agreed that these delivery points are necessary if 
a large block of power rat Clark Hill is going to flow properly into that 
transmission system. 

Senator ExLenper. Who is now serving the Hartsville area ? 

Mr. Earptry. The local distribution system in the Hartsville area? 

Senator ELLenper. Yes. 

Mr. Earptey. I think it is Carolina Power & Light Co. 

Senator Ettenper. They are serving Hartsv ille at present ? 

Mr. Earvtry. The distribution system there, that is correct. 

Senator ELLenper. Where do they get their power from? 

Mr. Earp.ey. It comes from plants of their own north of there. I 
mean plants owned by the Carolina Power & Light Co. 

Senator ELLenper. Why should you want to go to Hartsville if these 
people are already being served / 

Mr. Earpiry. Santee-Cooper is involved and the South Carolina 
Public Service Authority has transmission lines. We will work out 
wheeling arrangements with Carolina Power & Light Co. 

Senator Extenper. What is the attitude of Carolina Power & 
Light Co. ? 

Mr. Earprey. In essense it boils down to about the same attitude 
as South Carolina Electric & Gas: “We will buy the entire output of 
the power plant and we will sell it to preferred customers.” 

Mr. Leavy. I would like in that connection to point ont that last 
Monday we received a further proposal from the South Carolina 
Electric & Gas Co., in which ihe propose to try to serve Greenwood 
ann by a round: about w: ay through the facilities of the Duke Power 
Co., or, if necessary, construct a new line. 

Ii is clear, however, they are still talking about the same proposition 
that they would buy the power at Clark Hill and resell it to the pre- 
ferred agency. 

I think the offer indicates clearly, though, that even the company 
admits there are no adequate facilities now between Clark Hill and 
Greenwood County. 


CONTRACT WITH GREENWOOD COUNTY ELECTRIC POWER COMMISSION 


I have here original executed copies of the contract with Greenwood 
County and the memorandum of underst: nding with Santee-Cooper. 
I would like to make these part of the record. 

Senator Extenper. It is so ordered. 

(The material referred to is as follows :) 


CONTRACT EXECUTED BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE IN- 
TERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATION 
AND GREENWOOD CouNTYy ELECTRIC POWER COMMISSION 


THis ConrTRACT, executed April 27, 1951, by and between the UNITED STATES OF 
AMERICA (hereinafter called the Government), Department of the Interior, 
acting by and through the Southeastern Power Administrator (hereinafter 
called the Administrator), and GREENWoop CouNTy ELECTRIC PowrR COMMISSION 
(hereinafter called the Purchaser), a public commission organized and existing 
under the laws of the State of South Carolina. 


WITNESSETH : 

Whereas the Secretary of the Interior is authorized by Section 5 of the Flood 
Control Act of 1944 (16 U. S. C. 1946 ed., sec. 825s) to transmit and dispose of 
electric power and energy generated at reservoir projects under the control of 
the Department of the Army not required in the operation of such projects, 
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and the Secretary of the Interior has by Departmental Order No, 2558, date 
March 21, 1950 (15 F. R. 190), delegated to the Administrator his authority 
under said Section 5 with respect to projects then or thereafter constructed 
in the States of West Virginia, Virginia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Tennessee, and Kentucky; and 

WHEREAS said Section 5 directs that preference in the sale of such power and 
energy be given to public bodies and cooperatives ; and 

WHereEas the Purchaser is engaged in the business of selling electric energy 
to wholesale and retail customers for consumptive use and to cooperatives and 
municipal corporations for resale, and owns and operates generating plants and 
transmission and distribution systems in the State of South Carolina; and 

WuereAs the Department of the Army is constructing a reservoir project 
in the Savannah River Basin known as the Clark Hill Project (hereinafter 
referred to as the Project) together with generating facilities whose output i: 
excess of the requirements of the Project will be disposed of by the Administra 
tor; and 

Wuenreas the parties hereto desire to purchase, sell, and exchange power on 
the terms and conditions hereinafter set forth; 
Now, THEREFORE, the parties hereto mutually covenant 


and agree as fo! 
lows: 


1. Term of Contract and Date of Initial Delivery 

(a) This contract shall not become effective unless and until it is approved 
by the Secretary of the Interior. When so approved, it shall continue in effeci 
for an initial term extending to midnight December 31, 1957, and automatically 
shall renew and extend for successive terms of five years each unless and until 
terminated at the end of any term hereof by either party hereto giving the other 
written notice of termination of not less than three years. 

(b) All obligations of the parties hereto with respect to the delivery of power 
hereunder at the points of delivery hereinafter specified, and payment therefor, 
shall begin on the date on which the systems of the parties hereto are inter 
connected at such point of delivery. 

2. Power and Energy to be Furnished by the Government 

(a) The Government will sell and deliver to the Purchaser, and the Purchaser 
will purchase and receive from the Government, electric power and energy from 
the Project for the use of cooperatives and consumptive users of electricity pur 
chasing power from the Purchaser as hereinafter set forth: 

The Government will make available to the Purchaser during the term of this 
contract 5,000 kilowatts of power commencing on the date of initial delivery. 
The amount of power in kilowatts made available to the Purchaser pursuant to 
this Section 2 shall be the Contract Demand under this contract. During a three- 
year period following the date of initial delivery the Purchaser may at its 
option increase the Contract Demand at any time and from time to time by 
an aggregate amount not exceeding 5,000 kilowatts, upon giving the Government 
80 days’ written notice of any such increase. Such notice shall specify the 
amount and the effective date of such increase which date shall be coincident: 
with the beginning of a billing period hereunder. The Government will make 
available to the Purchaser in any month 300 kilowatt-hours of energy per 
kilowatt of billing demand for the month. Additional energy will be made 
available to the Purchaser, when determined to be available by the Govern 
ment, upon prior agreement between the load dispatchers of the parties hereto. 
When such additional energy is available, there will be made available to the 
Purchaser, as a minimum, a proportion of such energy determined by multiplying 
the total amount available by the ratio of the Purchaser's then effective Contract 
Demand to the total of the name-plate ratings of the generators installed at the 
Project. 

8. Power and Energy To Be Furnished to the Government 


(a) The Purchaser will sell and deliver to the Government, and the Govern 
ment will purchase and receive from the Purchaser, such electric power and 
energy as the Government may request to the extent that the Purchaser has 
power and energy in excess of its requirements for its own customers available 
from fuel-generating plants now or hereafter operated by the Purchaser. 

(b) Electric energy delivered and sold by the Purchaser to the Government 
under the terms of this Section 3 shall be exclusive of exchange or emergency 
energy as described elsewhere in this contract. 
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j. Meters and Metering 

(a) The electric power and energy delivered hereunder will be measured at 
the points of delivery or at such other points as may be subsequently agreed upon 
in writing between the parties hereto. When measurement is made at any 
location other than a point of delivery, suitable adjustment for losses between 
the point of measurement and the point of delivery shall be agreed upon in writ- 
ing between the parties hereto and shall be applied to all measurements so 
made. 

(b) Meters used for measuring power and energy delivered into the Pur- 
chaser’s system by the Government shall be owned by the Government and those 
used for measuring power and energy delivered from the Purchaser’s system to 
or for the account of the Government, under terms of this contract shall be 
owned by the Purchaser. Each meter shall be tested at least once each year by 
the owner thereof. Representatives of the other party shall be afforded oppor- 
tunity to witness such tests. 

(c) BKither party may at its own expense install such check meters as it may 
desire. 

(d) Hither party hereto, on request of the other, shall test any meters used 
for determining billing under this agreement. The owner of each meter shall 
make any necessary adjustments, repairs, or replacements thereof. 

(e) In the event any meter used for billing under this contract fails to register 
or is found to be inaccurate, appropriate billing adjustments, based on the best 
information available, shall be agreed upon by the parties hereto. 

5. Point of Delivery and Characteristics of Power 

(a) The power and energy made available hereunder shall be delivered at the 
low-voltage side of the substation to be constructed by the Government in the 
vicinity of Greenwood, South Carolina. Each party hereto will use due diligence 
to initiate and complete the construction required to be performed by it to permit 
deliveries to commence hereunder. 

(b) The Purchaser desires that the capacity of the substation to be constructed 
by the Government be substantially in excess of the amount of the initial Con- 
tract Demand. Accordingly, it is agreed that the Purchaser will furnish and 
deliver to the Government at the site of said substation a transformer or trans- 
formers having a total capacity of 30,000 KV-A. The design and specifications 
of such transformer or transformers shall be subject to the approval of the 
Government. The Government will at its own expense install, test, operate, 
and maintain such transformer or transformers; provided, that the Purchaser 
will reimburse the Government for the cost of replacements and repairs not 
included in normal routine inspection and maintenance. Such transformer or 
transformers shall be and remain the property of the Purchaser. 

(c) Electric power and energy supplied hereunder by either party will be 
three-phase alternating current at a nominal frequency of sixty cycles per second, 
and shall be delivered at a nominal yoltage of 46,000 volts. 


6. Rates for Power and Energy Furnished by the Government 

(a) The Purehaser will pay the Government monthly for power and energy 
made available or delivered pursuant to Section 2 hereof, as follows: 

Demand Charge: 90 cents per kilowatt of monthly billing demand, as herein- 
after defined. 

Energy Charge: 4 mills per kilowatt-hour. 

(b) The rate specified in subsection (a) of this Section 6 shall be subject to 
confirmation and approval by the Federal Power Commission. 

(ec) (1) Monthly billing demand in kilowatts shall be the higher of (1) the 
highest 30-minute integrated measured demand for the month, (2) 75% of the 
highest such measured demand occurring during the preceding eleven months, or 
(3) 75% of the Contract Demand, adjusted for the interruption credits, if any, 
provided for by Section 9 hereof. 

?. Rates for Service Furnished by the Purchaser 

The Government shall pay the Purchaser monthly for energy delivered pur- 
suant to Section 3 of this contract an amount equal to the fuel cost of producing, 
or the actual cost of otherwise obtaining such energy, from the most economical 
source available for the purpose at that time, plus one mill per kilowatt-hour. 
Such delivered price shall be agreed upon orally by the dispatchers of the parties 
hereto at least twenty-four hours before the beginning of delivery and shall be 
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confirmed in writing. Prior to the commencement of deliveries under this Ccon- 
tract the parties hereto will by supplement agreement hereto agree upon the fuel 
cost per kilowatt-hour of producing energy at each of the Purchaser’s fuel-generat- 
ing plants based upon assumed fuel costs, and, in the event the Purchaser there- 
after constructs fuel-generating plants, will, prior to the delivery of energy here- 
under from any such plant, agree upon such fuel cost for such plant. 

&. Billing and Payments 


(a) Bills for each month’s service furnished by either party, calculated in 
accordance with Sections 6 and 7 of this contract, shall be mailed to the other 
party on or before the tenth day of each month and shall be paid on or before 
the 20th day following the date of mailing. 

(b) End-of-month meter readings for billing under this contract shall be made 
at 12:00 midnight at the end of the month where meters are located in con- 
tinuously attended power plants and substations. Meters located elsewhere 
shall be read on the last regular working day of each month. 
9. Service Interruptions 

(a) No credit shall be allowed the Purchaser for any interruption or curtail- 
ment of power and energy deliver to the Purchaser's system by the Government 
of less than one hour duration, for any interruption or curtailment of such 
delivery (regardless of duration) resulting from conditions on the Purchaser's 
power system, or for any interruption or curtailment of such delivery of one 
hour or longer duration which has been planned and agreed to in advance 
by the respective dispatchers. All such agreements shall be confirmed in writing. 

(b) When energy delivery to the Purchaser’s system by the Government, as 
previously scheduled by the respective dispatchers, is reduced or interrupted 
for one hour or longer, and such reduction or interruption is not due to condi- 
tions on the Purchaser’s system, the demand charge for the month shall be 
appropriately reduced. 

10. Breakdown or Emergency Service 


Either party hereto will deliver energy to the other in emergencies, when 
and where requested, over and above that provided for otherwise in this con- 
tract, to the extent that such additional delivery can be made without impair- 
ing service to its own system loads. Energy so delivered shall be subject to 
reimbursement by return of the same number of kilowatt-hours at a mutually 
agreeable time, and shall be accounted for in the exchange energy account 
provided for by Section 12 of this contract. 


11. Power Factor and Frequency Regulation 


It is understood and agreed that each party will use due diligence so to 
operate its system as to be capable of supplying its own reactive power and 
will do so to the extent that this is consistent with the operation of the inter- 
connected systems of the region. Neither party hereto shall be obligated by 
this contract to operate its facilities for the purposes of improving power factor 
or of regulating frequency on the power system of the other party. This pro- 
vision shall not prohibit the Government’s load dispatcher and the Purchaser's 
load dispatcher from entering into agreements for accomplishing power factor 
improvement for frequency regulation on the interconnected systems of the 
parties hereto; provide, that when facilities of one party are operated for such 
purposes at the request of the other party, the requesting party shall be obligated 
to reimburse the operating party for all incremental costs chargeable to such 
operations, as determined by the operating party. All agreements made under 
this Section 11 shall be confirmed in writing. 
12. Exchange Energy 


(a) Whenever either party desires to store energy in the form of water in 
a reservoir operated by the other party, the load dispatcher of the party desiring 
to store energy may request the load dispatcher of the other party to modify 
delivery schedules to accomplish such storage. If such other party is willing 
to comply with such request, the load dispatchers of the parties hereto will 
arrange the necessary alterations in delivery schedules, 

(b) There is hereby established an exchange energy account between the 
parties hereto. All energy stored by either party hereto pursuant to this Section 
12 shall be credited in such account to the party delivering such energy for 
storage. Bnergy so credited shall be considered as stored in a particular reser- 
voir and the party reciving such energy for storage shall designate the reservoir 
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in which such energy shall be deemed to be stored. The exact amount of the 
credit for each day shall be agreed upon between the dispatchers on that day 
or the following day and shall be confirmed in writing. A record of the exchange 
energy account shall be maintained by the Government. 

(ec) Energy credited to either party in the exchange energy account shall be 
subsequently delivered to such party, upon its request, in accordance with de- 
livery schedules mutually agreed upon. The number of kilowatt-hours so 
delivered each day shall be deducted from the number of kilowatt-hours then 
accumulated to the credit of such party in the exchange energy account and 
the delivering party shall designate the reservoir to which each such deduction 
is applicable. The exact amount of the charge for each day shall be agreed upon 
between the load dispatchers on that day or the following day. 

(d) Return delivery of such exchange energy by the Purchaser to the Govern- 
ment shall be made, as the Government may request, into the transmission system 
of the Government at the delivery point specified in Section 5 of this contract, 
or other transmission interconnection points subsequently agreed upon. 

(e) All requests, notices, acceptances, modifications of delivery schedules, per- 
mits, reservoir designations, and agreements as to credits or charges, which are 
made or given under the terms of this Section 12 shall be confirmed in writing 
by the respective dispatchers. 

(f) In the event it becomes necessary to spill water from a reservoir of either 
party hereto, as a means of keeping such reservoir under proper control, the 
kilowatt-hours which could have been produced from such water at the time of 
the spill, as determined by the party operating said reservoir, shall be deducted 
from any credit to the other party which is then existing in the exchange energy 
account and applicable to that reservior. The necessity for spilling water shall 
be determined by the operator of the reservoir. 

(g) On or before the tenth day of each calendar month, the Government shall 
furnish to the Purchaser an itemized statement in writing of the daily credits 
and charges in the exchange energy account for the preceding calendar month. 

(h) Any kilowatt-hour balance exceeding 20,000,000 kilowatt-hours or remain- 
ing as a charge or credit in the exchange energy account at the termination of 
this contract shall be evaluated at 4 mills per kilowatt-hour. The resulting 
monetary charges or credits shall be included in the next monthiy bill submitted 
pursuant to Section 8 of this contract and shall be paid accordingly. 

(i) Deliveries of electric energy to either party by the other under the terms 
of this Section 12 shall in no way interfere with operation of any reservoir for 
purposes other than electric energy production, as determined solely by the 
operator of the reservoir. 

(j) Nothing in this Section 12 shall be construed to vary the Purchaser’s obli- 
gation to pay for power and energy in accordance with the terms of Sections 6 
and 8 of this contract. 

(k) The Purchaser's load dispatcher and the Government's load dispatcher 
shall mutually be responsible for utilizing the operating flexibility offered by 
energy interchange under this Section 12 to maintain at all times the greatest 
possible adequacy and reliability of electric service throughout the areas served 
by the interconnected facilities of the parties hereto. 

13. Operating Policies 

(a) In order to assure the most widespread use of electricity purchased by the 
Purchaser from the Government at the lowest possible rates to consumers con- 
sistent with sound business principles, in accordance with the policy expressed 
in Section 5 of the Flood Control Act of 1944, the parties hereto have agreed 
that: 

The Purchaser, after conference with the Administrator, has developed and 
adopted schedules of resale rates which are designed to result in the most wide- 
spread use of electricity at the lowest possible rates to consumers consistent with 
sound business principles. A copy of such schedules of resale rates is attached 
hereto as Exhibit A. Except as it is otherwise hereinafter provided, the Pur- 
chaser’s charges for service to its customers will be computed at the rates set 
forth in such schedules, and the Purchaser will not give free service, rebates, or 
other special Concessions, 

Annual revenues which are derived from operation of the Purchaser’s electric 
system, and which are not required to cover electric system current operation and 
Maintenance expenses, taxes, replacements, interests, current principal matu- 
rities, sinking fund requirements, or required increases in working eapital and 
reserves, will be considered to be surplus revenues. Surplus revenues will be 
available for any use directly related to the Purchaser's electric system, 
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The Purchaser will reduce its rates as rapidly as sound business principles wil] 
permit, taking into account past surplus revenues together with estimates of 
future revenues and expenses, 

All changes in the Purchaser's resale rates, and the relationship between the 
rates for various classes of customers, will be consistent with the provisions of 
this section so that power will be sold to the ultimate consumers without diserimi- 
nation and at the lowest possible rates consistent with sound business principles. 
The Purchaser will inform the Administrator in advance regarding any changes 
which the Purchaser proposes to make in its resale rates. If the Purchaser in- 
creases or alters its resale rates or the relationship between the rates for various 
classes of customers in a Ianner inconsistent with, or in Violation of, the pro- 
Visions of this section, or if the Purchaser fails to carry out the policy stated in 
Section 5 of the Flood Contro} Act of 1944 that power shall] be sold to the ultimate 
consumers at the lowest possible rate consistent with sound business principles, 
the Administrator shall have the right to cancel this contract by giving notice 
of such cancellation to the Purchaser. Such cancellation Shall become effective 
upon the expiration of the time, not exceeding thirty (30) months, which is 
reasonably required by the Purchaser to obtain power from other sources, 

Schedules of rates and charges for electric enc rgy sold by the Purchaser, and 
such alterations and changes therein as may be put into effect from time to time, 
will be furnished to the Administrator, and will be kept on file in his office. 

In keeping books of account for its electric system, the Purchaser will, to the 
extent that different rules are not prescribed by State laws or agencies, follow the 
system of accounts prescribed for publie utilities and licensees by the Federa] 
Power Commission. The Purchaser shall cause its books of account to be audited 
by such State official] or agency as may be authorized and directed by law to make 
such audits, or, if any such an audit shall not be made for eighteen (18) months 
after the close of any fiscal vear of the Purchaser, by independent certified public 
accountants. 

The Purchaser will furnish the Administrator such operating and financial 
statements relating to its electric System operations as may be reasonably re 
quested. If receipt of such operating and financial Statements is unduly delayed, 
the Administrator may, with his own staff, perform all work necessary to collect 
such data as are reasonably desired, but such work shall be performed at such 
times and in such manner as will not unreasonably interfere with the Purchaser's 
operations, 

14. Cancellation of Contract 

In the event that the Federal Power Commission does not approve the rate 
specified in subsection 6 (a) of this contract, or a lower rate, prior to the com- 
mencement of operation of the power plant at the Project, either party hereto 
may cancel this contract upon written notice to the other, given prior to the 
commencement of deliveries hereunder. 


15. Uncontrollable Forces 

Neither party hereto shall be considered to be in default in respect of any 
obligation hereunder, if prevented from fulfilling such Obligation by reason or 
uncontrollable forces, including but not limited to failure of facilities, flood, 
earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, labor dis- 
turbance, or restraint by court or public authority, which by exercise of reason- 
able diligence and foresight could not have been avoided. Either party rendered 
unable to fulfill any obligation by reason of an uncontrollable force shall remove 
such inability with all reasonable dispatch. 
16. Reciprocal Licenses 

Each party hereto does hereby grant to the other party a license to construct, 
install, operate, maintain, replace, and repair, upon property of the granting 
party, such facilities other than transmission lines as are necessary or desirable 
for the purpose of this contract, the exact location of such facilities to be desig- 
nated by the granting party. Said licenses shall remain in effect during the 
term of this contract, and shall expire coincidentally therewith. Facilities in- 
Stalled pursuant hereto Shall be and remain the property of the installing party, 
notwithstanding that they may have been affixed to the premises, and the install- 
ing party shall have a reasonable time after expiration of this license in which 
to remove its facilities so installed. Installation of facilities pursuant hereto 
Shall be made in accordance with recognized standards of safety and in such 
manner that they will not interfere with existing or future operations of the 
granting party. 
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17. Provisions Relative to Employment 

The Purchaser shall not discriminate against any employee or applicant for 
employment because of race, creed, color, or national origin, and shall require 
an identical provision to be included in all subcontracts ; provided, however, that 
this clause does not refer to, extend to or cover the business or activities of the 
Purchaser which are not related to or involved in the performance of any part 
of the work contemplated by this contract. 
18. Notices 

Except as otherwise specified herein, any notice, demand, request, or approval 
required or authorized by this contract shall be deemed properly given if mailed, 
postage prepaid, to the officer signing for the Purchaser at the address shown 
on the signature page hereof, on behalf of the Government, and to the Adminis- 
trator at the address shown on the signature page hereof on behalf of the Pur- 
chaser. ‘The designation of the person to represent either party for such pur- 
poses, or the address of such person, may be changed at any time by similar 
notice. 
19. Contingent upon Appropriations 

Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appro- 
piration for expenditures hereunder after such current year shall have expired. 
In case such appropriation as may be necessary to carry out this contract is 
not made, the Purchaser hereby releases the Government from all liability due 
to the failure of Congress to make such appropriations, 


20. Officials not to Benefit 


No Member cf or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or cémpany for its general benetit. 

21. Waivers 

Any waiver at any time by either party hereto of its rights with respect to 
a default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 
22. Transfer of Interest in Contract 

No voluntary transfer of this contract or of the rights of the Purchaser here- 
under shall be made without the written approval of the Secretary of the In- 
terior; provided, that any successor to or assignee of the rights of the Purchaser, 
whether by voluntary transfer, judicial sale, foreclosure sale, or otherwise, 
shall be subject to all the provisions and conditions of this contract to the same 
extent as though such successor or assignee were the original contractor here- 
under; provided, further, that the execution of a mortgage or trust deed, or 
judicial or foreclosure sale made thereunder, shall not be deemed voluntary 
transfers within the meaning of this article. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 

UNITED STATES OF AMERICA, 
DEPARTMENT OF THE INTERIOR, 
By CHARLES W. Leavy, 
Acting Administrator, Southeastern Power Administration, Elberton, 
Georgia. 
GREENWOOD CouUNTY ELEcTRIC POWER COMMISSION, 
By Joun B. SLOAN, 
Chairman, Greenwood, South Carolina. 
ATTEST : 
[SEAL] JAY M.M 
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Exursit A 
INDUSTRIAL POWER RATE 


Determination of Demand 
The demand for billing purposes each month shall be the maximum integrated 

thirty minute demand during said month. 
Energy Charge 

First 100,000 kilowatt hours per month at 10.0 Mills per kw.-hr. 

Next 100,000 kilowatt hours per month at 9.0 Mills per kw.-hr. 

Next 100, 000 kilowatt hours per month at 8.0 Mills per kw.-hr. 

Next 100,000 kilowatt hours per month at 7.0 Mills per kw.-hr. 

All-Over 400,000 kilowatt hours per month at 6.5 Mills per kw.-hr. 


Bonus 
For improved Load Factor the Power Plant will allow a discount on total o! 
each month’s billing as follows: 
For a Load Factor of 50% or under no discount will be allowed. 
For a Load Factor of 50% to! a Discount of 3% will be allowed. 
For a Load Factor of 55% to © a Discount of 4% will be allowed. 
For a Load Factor of 60% to 65% a Discount of 5% will be allowed. 
For a Load Factor of 65% to 70% a Discount of 6% will be allowed. 
For a Load Factor of 70% to a Discount of 7% will be allowed. 
For a Load Factor of 75 % to 80% a Discount of 8% will be allowed, 
For a Load Factor of 80% to 85% a Discount of 9% will be allowed. 
For a Load Factor of over 85% a Discount of 10% will be allowed. 
Percent Load Factor in this contract = 
Kilowatt-Hours for the Month a rus 
Maximum kw.-hr. Demand « 730°. “ Load Factor 
In no case in which this Bonus applies shall the energy charge aggregate 
less than 7.0 mills per K. W. H. for current consumed. 


MUNICIPAL POWER RATE 
Demand Charge 
1.00 per kilowatt of maximum demand determined as integrated (60) sixty 
minute peak. 
Energy Charge 
First 100,000 kilowatt hours per month at 5.0 Mills per kw.-hr. 
Next 200,000 kilowatt-hours per month at 4.0 Mills per kw.-hr. 
All Over 300,000 kilowatt hours per month at 3.0 Mills per kw.-hr. 
In no case shall the energy charge plus the demand charge aggregate less than 
7.0 Mills per kw.-hr. for current consumed. 


Minimum Monthly Bill 

$1.00 per kilowatt of maximum integrated monthly demand for current month 
plus energy charge. 
Adjustment 

Demand charge may be adjusted if, and when, Power Plant deems necessary 
to correct for power factor lower than eighty-five (85%) percent. Such adjust- 
ment will be made in such manner as to bring the demand charge to the equivalent 
of eighty-five (85%) percent power factor. 

Senator Extenper. Do you have anything further on that? 

Mr. Leavy. That is all. 


ConTINUING FuND 


AMOUNT REQUESTED 


Senator Extenper. For the continuing fund, appearing on page 
3, line 14, the estimate is $200,000, and the House allowed $50,000. 
The department is requesting that the estimate, or $200,000, be allowed. 
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AMENDMENT REQUESTED 


It is also requested that on page 3, line 15, after the word “defray,” 
the following language included in the Budget estimate be added to 


the bill: 


Expenses of rental of facilities and purchase of electric power and energy for 
the purposes of said section of the above-cited act, and— 


JUSTIFICATION 


The justification on these amendments will go in the record at this 
point. 
(The justification referred to is as follows :) 


CONTINUING FUND, SOUTHEASTERN POWER ADMINISTRATION 
(Estimate, $200,000; act, 0) 


(House hearings, pt. 1, pp. 85-117) 


(1) Page 3, line 14, strike out “$50,000” and insert in lieu thereof “$20,000"— 
the estimate, or an increase of $150,000 in the appropriation. 
(2) Page 8, line 15, insert after “defray” the following: 


“axpenses of rental of facilities and purchase of electric power and energy for the 
purposes of said section of the above cited Act and”. 


HOUSE REPORT 


“Continuing fund, Southeastern Power Administration—The budget proposed 
establishment of a continuing fund of $200,000 to be derived from power receipts 
in the Southeastern power area. The committee has modified the proposal con- 
tained in the budget and recommends the establishment of a fund in the amount 
of $50,000 to be maintained from receipts. The fund recommended is to be avail- 
able to defray only emergency expenses and those necessary under unusual cir- 
cumstances to insure continuity of electric service and continuous operation of 
Government facilities in the area. It is not to be available for the rental of 
transmission or related facilities as regular operations, nor is it to be available 
for the purchase of electric power and energy to firm up the Government’s 
system.” 


JUSTIFICATION 


Explanation of amendment (1).—The amendment restores the reduction of 
$150,000 made by the House in the budget estimate for this appropriation. The 
amount is distributed to activities as follows: 


Emergency expenses and purchase of power and service charges: 
Appropriated, fiscal year 1951_ is ened ”etpipiiaataaialte 
Budget estimate, fiscal year 1952_____- ; gid sees $200, 000 
BeGtine Sk, TISCR! WOAY TON so amici penne eas 50, 000 
SRORCOPR TIO TOGOORG A ik mete icin bet cdiaalcng wink ad sa licacties cious *), Sema 


A breakdown of the restoration request by objects of expenditure follow: 
0? Other contractual services, $150,000. 


These funds are to be derived from receipts from the transmission and sale of 
electric power under the provisions of section 5 of the Flood Control Act of 1944, 
The Southeastern Power Administration has a signed contract with the Green- 
wood County Power Commission, a preference agency. This contract allows the 
Government to buy off-peak steam power. Contract negotiations are well under 
Way with other preference agencies. This Administration is extending every 
effort to reach satisfactory agreements with the private power companies in 
order that wheeling contracts can be consummated. In order to carry out the 
provisions of these contracts it is necessary to have the continuing fund as 
requested. 

Explanation of amendment (2).—The amendment restores language deleted 
in the House. This restoration is essential to enable the Administrator to dis- 
charge his responsibilities under the Flood Control Act of 1944 by providing 
funds for: 
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(a) Payment of compensation for the use of facilities under wheeling con- 
tracts for the transmission of electric power and energy to Federal establish 
ments, public bodies, cooperatives, and privately owned companies. In order to 
integrate the Administration's system with all other electric systems in the area 
it will be necessary to compensate them for use of their facilities to wheel to 
preferred customers and others served by the Administration ; 

(b) Purchase of electric power under wheeling agreements with other elec- 
tric systems. Funds to purchase power will be required by the Administration 
to implement the power available to the Administration from the reservoir 
projects during periods of low water flow and to assure a maximum contribu- 
tion from these projects to the power resources of the region. 


MEMORANDUM OF UNDERSTANDING, SEPA AND OLD DOMINION ELECTRIC 
COOPERATIVE 


Senator ELienper. Please tell us about that. 

Mr. Earpiry. We had some discussions on this subject yesterday, 
and in connection with those discussions you asked if there were any 
cooperatives in the area of Southeastern Power Administration who 
had plans to build a steam plant. 

Senator ELLenpER. On a pool basis. 

Mr. Earpuey. Yes. 

Senator ELLenper. Or otherwise. 

Mr. Earpiey. I mentioned we had discussions with Old Dominion 
and briefly related to you the arrangement we had. 

I would like to offer for the record a copy of our memorandum of 
understanding with Old Dominion. 

Senator ELtenper. It will be received in the record at this point. 

(The information referred to is as follows:) 


MEMORANDUM OF UNDERSTANDING 


Memorandum of understanding, dated March 24, 1950, between Southeastern 
Power Administration (hereinafter called “Southeastern”’) designated by the 
Secretary of the Interior, pursuant to section 5 of the Flood Control Act of 1944, 
to be the marketing agent for electric power and energy produced at the Buggs 
Island Reservoir project and other Federal reservoir projects on the Roanoke 
River and Old Dominion Electric Cooperative (hereinafter called the “coopera- 
tive’), a cooperative corporation entitled under the provisions of section 5 of 
the Flood Control Act of 1944 to a preference in the purchase of electric power 
and energy sold by Southeastern. 

Southeastern and the cooperative desire to set forth in this memorandum the 
following understandings heretofore reached which the parties intend shall be 
incorporated into a contract to be entered into between Southeastern and the 
cooperative when Southeastern has completed its marketing studies, which con- 
tract shall be subject to the approval of the Secretary of the Interior and the 
Administrator of the Rural Electrification Administration : 

1. Southeastern will sell and deliver to the cooperative and the cooperative 
will purchase and receive from Southeastern electric power and energy from the 
sugges Island project as hereinafter set forth: 

(a) Southeastern will make available to the cooperative 10,000 kilowatts of 
power commencing on the date of initial delivery as hereinafter defined. Such 
amount may be progressively increased at the option of the cooperative up to a 
maximum of 35,000 kilowatts. The amount of power in kilowatts made available 
to the cooperative pursuant to this subsection (a) will be the contract demand 
under the contract. Southeastern will not be required to deliver in any month 
energy in excess of the number of kilowatt-hours determined by applying the 
cooperative’s system load factor for the month to the contract demand in effect 
during the month. The cooperative will pay Southeastern for power furnished 
pursuant to this subsection (a) at the following rate: 

Demand charge: Between $1 and $1.25 per kilovolt-ampere of the highest 
of (1) the measured demand, (2) 75 percent of the contract demand, or 
(3) 75 percent of the highest measured demand occurring during the pre- 
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ceding 11 months (excluding the portion of the demands created by deliveries 
pursuant to subsection (b) of this sec. 1.) 
Energy charge: 4 mills per kilowatt-hour. 

(b) Southeastern will make available to the cooperative during the period 
commencing April 1 and ending June 30 of each year power and energy in excess 
of the contract demand to the extent that Southeastern has such power and 
energy available. The cooperative will pay Southeastern for power so delivered 
at the rate specified in subsection (a) of this section 1 except that the demand 
charge shall be based on measured demand only. 

(c) To the extent that the Administrator of Southeastern declares on a daily 
basis secondary energy to be available, there will be made available to the 
cooperative, as a minimum, a proportion of such energy determined by multiply- 
ing the amount available by the ratio of the cooperative’s then effective contract 
demand to the total of the name plate ratings of the generators installed at the 
Buggs Island project. The cooperative will pay Southeastern for such energy 
at the rate of 3 mills per kilowatt-hour of energy delivered. 

(d) The rates specified in this section 1 are subject to the approval of the 
Federal Power Commission. 

(e) In the event Southeastern makes power and energy available for the class 
and quality of service furnished the cooperative at a lower rate than that appli- 
cable to the cooperative, such lower rate will be substituted for the rate otherwise 
applicable to the cooperative. 

2. The cooperative will sell and deliver to Southeastern, and Southeastern will 
purchase and receive from the cooperative, such electric power and energy as 
Southeastern may request to the extent that the cooperative may have available 
power and energy in excess of its requirements for its own customers. South- 
eastern will pay the cooperative for such power and energy at a rate to be 
agreed upon. 

At the request of either party, power and energy in excess of that made avail- 
able under sections 1 and 2 of this memorandum will be made available by the 
other party in the event of an emergency on the system of the requesting party. 
Such deliveries may, at the option of the supplying party be returned in kind, 
kilowatt-hour for kilowatt-hour, or paid for on the basis of the energy charges 
which would otherwise be applicable to such deliveries under sections 1 and 2. 
Southeastern will make available to the cooperative, pursuant to this section 
3, up to a maximum of 15,000 kilowatts, and the cooperative will make available 
to Southeastern such capacity as is not required by it for service to its customers. 

4. The date of initial delivery will be the date upon which the systems of 
Southeastern and the cooperative are interconnected. The contract to be entered 
into between Southeastern and the cooperative will be for a term ending December 
31, 1958. 

SOUTHEASTERN POWER ADMINISTRATION, 
By Ben W. Cretm, Administrator. 

OLD DOMINION ELectric CooPpERATIVE, 
By W. H. Cooper, President. 


POWER MARKETING PLAN 


Mr. Earpiey. If we are to carry out this power-marketing plan and 
to get the power to the consumers at the lowest possible cost, it will 
be necessary for us to obtain firm energy from steam sources. It will 
be necessary for us to have a revolving fund to pay for such energy, 
and also to pay for the wheeling charge that we will have to pay in that 
connection. 

Senator E.tenper. Was that in contemplation when these dams 
were first built, or the proposal was initiated? That is, to firm it with 
steam ? 

Mr. Earptey. I think the records everywhere will show it is neces- 
sary to integrate the dams, the output from these dams, with steam 
capacity. They are designed accordingly. 

I think that is perfectly clear all the way. I think you will find 
it in the Corps of Engineers’ report. 
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Senator ELtLenper. Can you put your finger on it and put it in the 
record, because I would like to see that. There is a theory now coming 
into being wherever the Government erects a dam and produces power 
from falling water, it is up to the Government to firm that power 
in some way, even to the extent of using public funds to build steam 
plants. That is not my understanding of the situation. 

If you have a different understanding, I wish you would show me 
your authority for it. 

Mr. Earprey. I do not think there is any question of authority. I 
think the question comes down to whether the preferred customers 
are to receive the benefits of this power or whether the power company 
is to receive the benefits. 

Senator Extenper. Under the act you were to give or make avail- 
able to the customers the power that you produce from falling water, 
per iod. 

Mr. Earpiey. That is correct. 

However, the dams are designed as peaking dams. We can use 
the water available to generate a small block of power and sell that 
to preferred customers at extremely high rates, which is not the proper 
thing to do, or we can integrate it with steam plants and get power to 
the preferred customers at a much more favorable rate and make a 
much greater contribution to the over-all power resources of the area. 

Senator ELtenper. Suppose you are unable to make these power 
agreements in contemplation. “Would it be your thought that the 
Congress should appropriate money in order to build steam plants to 
firm this hydroelectric power ? 

Mr. Earpixy. There are plenty of steam plants in the area. I do 
not see that we would be in here asking for funds to build a um plants. 

I think we would be pretty much in the same position it appears we 
are in in Buggs Island. We will have to sell the power to the power 
company on a short-term contract and get whatever we can for it— 
whatever they are willing to pay us for it. That is all we can get. 

Senator ELLenper. No. 

As I stated on many occasions, it strikes me that it is incumbent 
on you to obtain facilities to deliver that power from some central 
places and let existing distribution systems sell it to the ultimate 
consumer. 

Mr. Earptry. We are trying to do that, Senator. 

Senator Exienper. You go a step further. You say, “We will do 
that, but we need power to firm it and we have got to have it. Unless 
we can obtain it, then it is up to the Government to furnish it.” 

Mr. Earptey. No. I hope I have not put across the impression 
that it is up to the Government. 


SALE OF POWER TO PREFERENCE CUSTOMERS 


Senator ELLENDER. Suppose that the Southeastern Power Adminis- 
tration is unable to make the wheeling agreements according to their 
own view, then what is the next step ? 

Mr. Earpiey. We will sell the tirm power component of the dams 
to the preferred customers because that is the type of power that the 
preferred customers in most cases can use. 

In the case of Clark Hill we can sell part of the capacity and part 
of this energy to preferred customers of Greenwood County and San- 
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tee-Cooper. The balance will have to be sold to the power company 
for whatever price they are willing to pay us. 

In that regard the benefits of the peaking capacity in this dam will 
accrue to the power company. 

We are here attempting not to get anything for the Federal Gov- 
ernment. We are attempting to make arrangements and get the 
facilities to make arrangements so that the preferred customers in 
the area will realize the most out of this power plant. That is all we 
are attempting to do. 

if we are maneuvered into a position where the power company can 

take over and in effect dispatch the dam and integrate it with their 
nas m to their best advantage, all the benefits accrue to them. 

The preferred customers get what is left. We do not think that is 
proper. 

Senator Exrnenper. That was not the picture painted when this 
program started, as I understand it. In other words, the power is to 
be produced at these dams and made available to preferred customers, 
and the idea of the Government having to come in to build these 
steam plants, or do anything about it, was far removed from the orig- 
inal intention. 

Mr. Earpiey. I agree with you 100 percent. We are not here at- 
tempting to get any money to build any steam plants. We are here 
attempting to set up mechanics whereby we can have made available to 
us the steam generation resources that already exist in the area. 

As far as Buggs Island is concerned, there are about 175,000 kilo- 
watts of steam owned by preferred customers in that area. I see no 
need why we would ever even suggest that Southeastern build a steam 
plant. 

Senator ELLenper. Of course, not directly, but as [pointed out here 
yesterday, that was the same attitude assumed by the Southwestern 
Power Administration. 

But what is happening in that area, as I pointed out yesterday, 
and I would like you to tell me what you propose to do in the South- 
east—the Southwestern contracts for this pooled ree generated 
from steam plants built by REA’s in a certain area. They lease the 
lines and amortize them over a period of 40 years. 

In fact, they operate the whole system, It will be doing indirectly 
what they cannot do directly. 

Would you agree to that 

Mr. Earouey. I testified yesterday that we had no plan to that 
effect. 

Senator E1xenper. Maybe not at the present time. 


AMENDMENT REQUESTED 


Mr. Earptey. I would like to offer an amendment. I told you we 
would be agreeable to have an amendment to that. Here is some 
language we thought up. It will show our true intentions in this 
regard. 

Somewhere in connection with this fund the language might be: 


Provided, That this fund shall not be used by Southeastern Power Administra- 
tion to enter into agreements for the operation or amortization of any trans- 
mission line or steam plant. 
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I think that takes care of the problem you have in mind. 
We have no intention of doing that. 


PURCHASE OF POWER 


Senator ELtenper. You are asking for $200,000, and that is to buy 
or sell electricity, either above or below what is produced ! 

Mr. Earpiry. We would like to buy off-peak steam so we can save 
our water to use it on peak. 

Senator ELLenper. That is the purpose of this so-called continuing 
fund? 

Mr. Earptey. We have two purposes in mind: That purpose and. 
second, to pay in cash for the wheeling service. 

Senator ELLeNpER. Why do you need so much as $200,000 when you 
have in contemplation two dams, and you also have another one? 


FUTURE ESTIMATED REVENUE 


Mr. Earpiey. Very shortly our revenues will be $4 million a year, 
and will go as high as $19 million a year within a very short period 
of time. 

If you only bought 10 percent of that component off peak, it would 
be $400,000 a year on revenue. 

Senator ELLENDER. What is it now? 

Mr. Earptey. The revenues this year, you mean / 

Senator ELLenper. Yes. 

Mr. Earpiey. About $2,500,000. 

Senator ELtenper. You base the $200,000 on 10 percent of what ? 

Mr. Earptey. It was not based on any particular hetre, Probably 
that was resolved in the discussion we had in the Bureau of the Budget. 
They decided that their figure of $200,000 was the proper amount 
for us. I think that probably we requested $250,000 from them. 
They settled on the $200,000 figure. 

It really is not any particularly large amount of power when you 
consider the large revenues that we are dealing with here. 

Senator ELtenper. Is there anything further you desire to add on 
that ? 

Mr. Earviey. Yes, Mr. Chairman. 


WHEELING CONTRACT NEGOTIATIONS WITH VEPCO 


Yesterday Senator Hayden made the remark that it would not be 
necessary to have this revolving fund because we could trade power 
for service. The power companies I know are very anxious that 
we be forced into the position of trading power for service. 

I would just like to point out what is a matter of public record now. 
I do not consider this the proper tribunal for argument on the Roanoke 
Rapids case. But Virginia Electric & Power Co. had consistently re- 
sorted to such argument in all their testimony before the House, and 
numerous other places. Therefore, I should like to bring into this 
something very pertinent on the point. 

We believe that all the power from the plants should flow to the 

referred customers to the extent of preferred customers’ needs. 
Vithout any evidence of any kind, the examiner of the Federal Power 
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Commission found that it would not be necessary for us to have any 
transmission lines in connection with Buggs Island because he was 
sure that we could work out satisfactory wheeling agreements. 

We introduced into the record the arrangement that V irginia Elec- 
trie & Power Co. proposed and the same prior decisions on which 
the examiner of the Federal Power Commission stood. 

As you probably are aware, there were numerous statements made 
on the floor of the House and in various public forums that Virginia 
Electric & Power Co. would be very happy to have the Federal Power 
Commission negotiate this wheeling arrangement for us. 

I want to bring before you what stands as a matter of public record, 
and expression on the part of the Virginia Electric & Power Co. and 
the examiner of the Federal Power Commission in this case of what 
is a proper wheeling arrangement. ‘The Government shall supply 
the transmission losses in this in addition to what we pay for this 
wheeling service. 

“The Government will supply the transmission losses and compen- 
sate Virginia Electric & Power Co. for the service of transmitting 
power and energy over VEPCO’s lines to preferred customers by 
making avail: able each month to VEPCO for sc heduling by system 
operators” —they can take it out as they want it— ‘capacity (re ‘ferred 
to herein as ‘Scheduled Capacity for Preference Customers’) at Buggs 
Island in an amount equal to the sum of : 

“(a@) 1,22 multiplied by the sum of the monthly maximum demand 
of the preferred customers within a 50-mile radius of Buggs Island.” 
In other words, for all power hauled within a 50-mile radius, they 
wanted to have 22 percent of it. 

“(b) 1.42 multiplied by the sum of the monthly maximum demand 
of preferred customers within a radius of 50 miles and 100 miles”— 
in other words, outside of a 50-mile radius, within the 100-mile radius 
they wanted to have 42 percent as much power as the preferred cus- 
tomers got out of Buggs Island. 

“(e) 1.62 multiplied by the sum of the monthly maximum demand 
of preferred customers within a radius of 100 miles and a radius of 
150 miles”’—in other words, further away than 100 miles, but less 
than 150 miles, they want 62 percent as much as the preferred cus- 
tomers for this service. 

“(d) 1.82 multiplied by the sum of the maximum demand of the 
preferred customers between the radius of 150 miles and a radius of 
200 miles”—in other words, beyond 150 miles and less than 200 miles, 
they were to get 52 percent as much as the preferred customers. 

You average these out and you will probably find out they would be 
getting about 50 percent as much power, or I think probably the frac- 
tion is more than 50 percent—d0 percent as much power as the 
preferred customers would get. 


EFFECT OF PRESENT PROPOSAL 


The result of an arrangement of this type would be to diminish the 
power available to the preferred customers and make it available to 
the power company. 

Senator ELLenpeEr. Since there is such a small percentage of Gov- 
ernment-owned power in that locality, in contrast to its use and fur- 
nished by private concerns, | am wondering why could you not get 
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into a wheeling agreement without the necessity of any money transac- 
tion. Why could it not be as easy? 

Mr. Earpiey. We have two wnt to trade. We have money, or we 
have power and energy. If we trade power and energy—the power 
and energy flows to the power company so the preferred customers get 
50 percent as much as what he thought was there. We would not be 
selling this power and energy for any cash at all. That would just 
go to the company as payment for wheeling. 

Senator ELtenper. What you would do would be to give them power 
for power. 

Why could not a basis be fixed ? 

Mr. Earptry. This is power for wheeling. We would be getting 
nothing back from them but the wheeling service. 

Senator ELtenper. You would have to use cash to put up a facility 
to do wheeling? 

Mr. Earptry. And the revenues charged to the customers for 100 
percent of the power would pay for the power and the facility. 

Senator ELLenper. I would like for the record to show that Senator 
Hoey, the senior Senator from North Carolina, is present and partici- 
pating in these hearings. 

Mr. Earptey. This 82 percent of the power that goes to the com- 
panies 1s never converted into cash. There is no cash payment re- 
ceived by us for that component of the power. That just goes to 
the companies in payment for the wheeling service. 

Senator ELttenper. Why can you not pay for that service by way 
of power? That is what I cannot understand. 

Mr. Earpiey. That is what they are asking us to do. 

Senator ELtenper. Why can you not do that? 

Mr. Earptery. It diminishes by 82 percent the amount of power 
available to preference customer. 

Senator Extenper. Why can you not enter into an agreement where- 
by that would not occur / 

In other words, your position is from past experience or from 
offers made / 

Mr. Earpiry. This was the offer they made. 

Senator Ettenper. Why can you not get better offers? 

Mr. Earpiey. We are doing our best. 

Senator Ettenper. I am very much interested in getting the other 
side to find out whether or not it could not be accomplished, because 
I do not see why it is not possible for you to supply power that they 
need in payment for services they render you for distributing the 
power that you have to sell. 

Mr. Earpiey. We are directed to sell this power to preferred cus- 
tomers. If it is the will of the committee that we trade this power 
to nonpreferred customers—— 

Senator Evienper. In your wheeling agreement, are you giving 
them excess power—power that you cannot give your preferred cus- 
tomers ? 

Mr. Earpvtry. No. This not excess power. 

Senator ELtenper. But you exchange with them? 

Mr. Earptry. No. We get no energy back on this basis. 

Senator Exrenper. Could you not make a contract whereby that 
could be done? In other words, you need power to firm the power 
generated from falling water. 
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Mr. Earptry. That is a different component. That is the second 
question here. We are on the first question. 

So they say, “You pay us for wheeling in power.” 

In this case they wanted 82 percent as much as the preferred cus- 
tomers got. 

Senator ExLitenper. That may have been their first offer. You 
might be able to get them down on that. 

Mr. Earpiey. T hope SO. 

Senator Evitenper. I think it is worth exploring rather than creat- 
ing this new method. You may have all the best intentions on earth 
to carry out the suggestions you made in this proposed amendment to 
the continuing fund, but I was led to believe at one time when I sup- 
ported this fund that it was going to be used merely to wheel power. 

I am learning now this fund is being used in order to do indi- 
rectly what you do not dare come in and ask directly. 

Mr. Earpiry. We are not proposing anything like that here, Sen- 
ator. If the amendment we have offered does not accomplish what 
we are proposing we will be happy to work out some language that 
does accomplish it. 

So we do not have that problem. We certainly want to have it 
on the basis we are presenting here today. 

Senator ELtenper. Please proceed. Is there anything else ? 

Mr. Earpiey. We have one or two other items. 


CONTINUING FUND ACTIVITIES 


Senator ELLeNnprER. Since you are no longer going to furnish power 
to Langley Field from the Buggs Island and Suffolk lines, has not 
the necessity for this fund diminished ¢ 

Mr. Earpitey. No. The need of the continuing fund will arise in 
every area in which we deal. It has no connection with that. 

This year we will be doing business and we will have to work out 
some wheeling arrangements. If we do not have the wherewithal 
to do it, the companies cannot sincerely expect us to carry out any 
agreement we entered into. We must be in a position to go to them 
and say that we can do this and that we have a right to enter into 
this contract. 

If we cannot do that, I do not see how they would sign a contract. 
We have got to complete these wheeling arrangements this year. It 
is involved everywhere, at every one of the dams we have. It will 
be involved in every one of the States in which we operate. 

Senator Evtenper. Will you be able to tell us when these lines you 
contemplate erecting will be completed ¢ 

Mr. Earpiry. I would like to have Mr. Lamb talk on that. 


TRANSMISSION LINES CONSTRUCTION 


Mr. Lamp. We have the Buggs Island and Virginia Electric Pow- 
er Co. interconnection scheduled for October 1952. That is one of 
the items. The Buggs Island-Kinston line we have scheduled for 
July 1953 to energize as far as Rocky Mount. 

te Philpott- Appalachi: in connection is scheduled to be completed 

1 1952 by the time the dam goes into operation. 
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Senator Extenper. In the Roanoke Basin, you have Buggs Island- 
Suffolk and Suffolk-Langley Field to cost $6,000,000. Is that right / 

Mr. Earpiry. That is not in the amendment. 

Senator ELLenper. In other words, your cost is minus that 
amount ? 

Mr. Lams. That is correct. That is not in the appeal. 

Senator ELtenper. Are you asking money for construction now, 
or just surveys ¢ 

Mr. Lams. We are asking for money for construction on these 
lines. 

Senator Extienper. Is it your view that if these amounts you are 
now requesting are granted, these lines will be erected in time to take 
off the power as it is produc ed at Buggs Island ? 

Mr. Lamp. That is correct. 

ee ELLeNnper. I notice here you have a budget estimate for the 
fiscal year 1952 of $60,000 for the Buggs Island- ‘Roc ky Mount line, 
and the siaienaaial cost is $1,108,600, What are you going to use that 
$60,000 for ? 

Mr. Lams. We will be able to start the surveys on that line. 

Senator ELtenver. How many are in that category ? 

It looks as though all the amounts you have been allowed by the 
Budget estimate here, with the exe eption of Buggs Island and Suffolk 
and Suffolk- Langley Field, are very small amounts. 

Mr. Earpury. I would like to address myself to that question, 
Senator. 

When we went before the Bureau of the Budget, obviously it was 
necessary for us to put in, within the ceiling amount allowed by the 
Bureau of the Budget, all the funds necessary to complete the line 
to Langley Field. The remainder of it went into these lines. 

Senator Ex.tenper. That is because you wanted to get this line 
built ? 

Mr. Earpiey. We had to meet our commitments so the budget neces 
sarily was heavily balanced in that direction. It leaves us with only 
very small amounts to proceed on these other items. 

Senator ExLienper. If these amounts are stricken, then you are 
going to have for Langley Field-VEPCO, $6,000. Is that right? 

Mr. Lame. I would like to correct that. The amount of money we 
have here for 1952 will only allow us to do a small amount of survey 
and design. We will have to come back in 1953 and ask for money 
to complete these lines. 

Senator ELLENpDER. So you are in error on this figure? 

Mr. Lamp. Yes, sir. 


SURVEYS AND INVESTIGATIONS 


Senator ELLenpER. So the money now being requested is merely for 
surveys ¢ 

Mr. Lamp. That is true. 

Senator E.tenper. And investigations? 

Mr. Lams. That is correct, with the exception of the Greenwood 
line. Greenwood County will allow us to get into construction. There 
was $325,000 for that. 
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Senator Evtenper. That is with respect to the Savannah River 
Basin project ¢ 

Mr. Lams. That is correct. 

Senator Etienper. I notice here that some material contracts would 
be awarded with construction contracts scheduled for fiscal 1952; is 
that correct ? 

Mr. Lamp. On which line are you talking about, sir? 

Senator Exnenper. That is Clark Hill-Greenwood. That is where 
you are asking $325,000 ¢ 
" Mr. Lamp. Yes. 

Senator Eititenper. So of this $325,000 you are asking for the Clark 
Hill-Greenwood line, you propose with that amount not only to make 
surveys, but buy material and get into a construction contract on that 
line 

Mr. Lamp. Yes. 

Senator ELtenper. That is the only line? 

Mr. Lams. Yes, sir. 

Senator Ettenper. The rest of these amounts, aggregating $422,000, 
less $325,000, are for surveys ¢ 

Mr. Lams. That is correct. 

Senator Eiienper. Is there anything else? 

Mr. Earpitey. Yes. 


CONSUMER POWER RATES 
Yesterday you asked if I would supply the rates charged consumers 


in Rocky Mount-Wilson, and so forth. I have that for the record 
now. 


Senator ELtitenper. It may be inserted. 
(The information requested is as follows :) 


RESIDENTIAL POWER RATES 
ROCKY MOUNT PUBLIC UTILITIES 
(224) Residential service, July 1, 1950 


Designation: R. 
Applicable: To residential customers for all domestic uses. 
Rate: 
5.5 cents per kilowatt-hour, first 40 kilowatt-hours. 
3.5 cents per kilowatt-hour, next 70 kilowatt-hours.’ 
2.2 cents per kilowatt-hour, next 1 40 kilowatt-hours. 
12 cents per kilowatt- hour. next 350 kilowatt-hours. 
1 cent per kilowatt-hour, all additional kilowatt-hours, 


Minimum bill: $1.20. 

Multiple-dwelling units: When more than one residential unit is served through 
one meter, the minimum bill and blocks of the above rate will be multiplied by 
the number of units served. 

Three-phase service: Rendered hereunder subject to a monthly surcharge of 
$2, plus any necessary installation costs. 

Billing demand: The maximum 60-minute measured demand in the month as 
recorded by a suitable meter. 


_' Add 50 kilowatt-hours to the 3.5 cents block for each 0.5 kilowatt of demand in excess 
of 3 kilowatts, but not more than 600 kilowatt-hours. 


Source: National Electric Rate Book, vol. 2, Federal Power Commission. 


83686—51—pt. 1——59 
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WILSON UTILITIES 
Available: In Wilson. 


(265) Residential service, July 1, 1949 






Designation: R. 
Applicable: To residential customers for all domestic uses. Not applicable 
to recognized tourist homes, rooming or boarding houses. 
Rate: 














6 cents per kilowatt-hour, first 35 kilowatt-hours. 

4 cents per kilowatt-hour, next 65 kilowatt-hours." 

2.5 cents per kilowatt-hour, next 150 kilowatt-hours. 
1.2 cents per kilowatt-hour, next 350 kilowatt-hours. 

1 cent per kilowatt-hour, all additional kilowatt-hours. 


Minimum bill: $1.20, plus $2.50 for each kilowatt of demand in excess of 
3 kilowatts. 

Multiple-dwelling units: Where more than one house or one housekeeping 
in an apartment building is served through the same meter, the first four energy 
blocks and the $1.20 minimum charge will each be multiplied by the number of 
individual dwelling units served. 

Billing demand: The maximum 60-minute measured kilowatt or kilovolt- 
ampere demand in the month but not less than 60 percent of the billing demand 
previously established. 

Three-phase service: When three-phase service is used, the customer's bill 
computed from the above rates will be increased by $2. 










KINSTON LIGHT AND WATER DEPARTMENT 
Available: In Kinston. 


(159) Residential service, August 1, 1946 












Designation: Residential. 
Applicable: To residential customers for lighting and appliances. 
Rate: 

5 cents per kilowatt-hour, first 50 kilowatt-hours. 

3 cents per kilowatt-hour, next 50 kilowatt-hours. 

2 cents per kilowatt-hour, next 150 kilowatt-hours. 

1.5 cents per kilowatt-hour, all over 250 kilowatt-hours. 
Surcharge: 10 percent. 
Delayed payment: 10 percent added after 10th of month. 
Minimum bill: $0.77. 





Source: National Electric Rate Book, vol. 2, Federal Power Commission. 







CAROLINA POWER & LIGHT CO. 


(6) Residential service, February 8, 1939 


Designation: R-8. 

Available: In Aberdeen, Angier, Ansonville, Asheboro, Asheville, Bailey, Biscoe, 
Black Mountain, Bladenboro, Candor, Canton, Carthage, Cary, Clinton, Clyde, 
Coats, Dunn, Ellerbe, Enka, Erwin, Fairmount, Four Oaks, Franklinton, Franklin- 
ville, Fuquay Springs, Garner, Goldsboro, Hamlet, Hazelwood, Henderson, Hope 
Mills, Hot Springs, Jonesboro, Kenly, Liberty, Lilesville, Lillington, Littleton, 
Maxton, Middlesex, Morven, Mount Gilead, Mount Olive, Nashville, Norlina, Oteen, 
Oxford, Pembroke, Pine Level, Pittsboro, Polkton, Princeton, Raeford, Raleigh, 
Ramseur, Robbins, Rockingham, Roseboro, Rowland, Roxboro, Saint Pauls, San- 
ford, Siler City, South Wadesboro, Southern Pines, Spring Hope, Spruce Pine, 
Star, Troy, Vass, Wadesboro, Warrenton, Weaverville, Wendell, West End, West 
Southern Pines, Yanceyville, Youngsville, Zebulon. 















1The second block of the rate will be increased 80 kilowatt-hours for each kilowatt of 
demand in excess of 3 kilowatts, but not by more than 600 kilowatt-hours. 


Source: National Electric Rate Book, vol. 2, Federal Power Commission. 









Sancta aia 
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Applicable: To residential customers for all domestic uses in private residences 
and individual family apartments. Motors, ranges, water heaters, or other 
appliances of more than 2-kilowatt individual capacity must meet the utility’s 
specifications. Also applicable to private dwellings used as tourist homes and 
boarding houses not coming within the scope of the statutes for sanitary inspec- 
tion of hotels, inns, or rooming houses. 

Rate: 

3.9 cents per kilowatt-hour, first 50 kilowatt-hours. 

2.9 cents per kilowatt-hour, next 100 kilowatt-hours. 

1.9 cents per kilowatt-hour, next 100 kilowatt-hours. 

1.5 cents per kilowatt-hour, all additional kilowatt-hours. 


Source: National Electric Rate Book, vol. 2, Federal Power Commission. 


POWER CONTRACTS 
(See also p. 881) 


Mr. Earpiey. In connection with making inquiry about those rates, 
I learned last night that interest in these towns has been developing 
rather rapidly in this section of North Carolina and the record now 
stands as of last night, the towns of Rocky Mount and W llson had 
entered into a contract with the Carolina Power & Light Co. whereby 
they take the off-peak steam power that is available there into the 
system of the Carolina Power & Light Co. and supply st: andby service, 
exactly the same arrangement to that extent which we w ere proposing. 

Senator ExLtenper. Are you not encouraged by that ? 

Mr. Earpiery. I am very happy to know these towns are finally get- 
ting some central station service, yes. 

I also wanted to point out that these contracts at the insistence of 
the preferred customers contain cancellation clauses which make it 
possible so they can carry out their requests to purchase power from us. 

I would not be a bit surprised if later on today the record will show 
that all the rest of the towns with whom we are dealing, will have 
some sort of a similar arrangement. I learned of this last night in 
making inquiry about the rates. 


TRANSMISSION RATES 


Senator Robertson yesterday asked me the figure as to the costs 
of the transmission component when we were talking about rates for 
Buggs Island and the cost allocated in regard to the firm power for 
the transmission. The figure would be 1.19 mills. 

Senator ELttenper. You mean for transmission ? 

Mr. Earpiey. Yes, 1.19. 

Senator ELtenper. So that the cost at the dam would be 6.05? 

Mr. Earpiey. 7.25 less that. 

Senator E.ttenprer. I deducted sit. 

Mr. Earpiey. That is } right. 7.25 minus—— 

Senator ELLenper. 7.25 minus 1 19 would leave, according to my 
calculation, 6.06; is that right ? 

Mr. Earpiey. I want to “point out to you these transmission lines 
would not only be used to haul the power from the dam, but there 
would be other power that would come into this system as a result of 
the integration. 

Senator Exuenper. You mean a greater amount of power / 

Mr. Earpiey. That is right. And available at the dam. These 
transmission lines will not only be used to haul the power available 
at the dams, but other power that will come into this integration. 
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Senator ELLenpER. Would you say that the generation of that power 
at Buggs Island is costing as much as 6 mills? 

Mr. Earpiey. Yes. 

Senator ExLenper. That is pretty high in contrast to other similar 
facilities that are being built? 

Mr. Earviey. Unfortunately, this dam was built at a time when 
construction costs were probably 200 percent of what they were in the 
thirties and early forties. Present-day costs are reflected in the cost 
of power. 

Senator ELLtenper. I imagine that power can be produced in that 
area from steam much cheaper than that. 

Mr. Earpiey. No. I think it is very competitive. I do not think 
there would be much difference. 





















STATEMENT OF R. M. JEFFERIES, GENERAL MANAGER, SOUTH 
CAROLINA PUBLIC SERVICE AUTHORITY 


SOUTH CAROLINA TRANSMISSION LINES 


(See also p. 1129) 






Senator Eiienper. Mr. Jefferies. 

| understand you are here at the request of Senator Maybank. 

Do you have a prepared statement / 

Mr. Jerrertes. We have filed several copies with the clerk. 

Senator ELtenper. You may proceed, 

Mr. Jerrenries. I will now file this statement for the record, and 
proceed from there. 
Senator ELLenper. It may be received for the record at this point. 
(Statement referred to is as follows :) 












STATEMENT OF R. M. JEFFERIES, GENERAL MANAGER, SoUTH CAROLINA PuBLIo 
Service AUTHORITY, BEFORE SUBCOMMITTEE OF APPROPRIATIONS COMMITTEE OF 
UNITED STATES SENATE RE APPROPRIATION FOR SOUTHEASTERN PowrER ADMINIS- 

TRATION OF THE DEPARTMENT OF INTERIOR 




















R. M. Jefferies, general manager of South Carolina Public Service Authority, 
appears for the purpose of endorsing the request of Southeastern Power Admin- 
istration of the Department of the Interior for funds with which to build certain 
high-tension transmission lines in South Caroline. 

South Carolina Public Service Authority was established as an agency and a 
part of the State government by the South Carolina Legislature at its 1934 ses- 
sion (1942 S. C, Code, sees. 8555-11 to 8555-24, inclusive), for the general purposes 
as stated in 8555-13 of the 1942 code, as follows: 

“The publie service authority shall have power to develop the Cooper River, 
the Santee River, and the Congaree River in this State, as instrumentalities of 
intrastate, interstate, and foreign commerce and navigation; to produce, dis- 
tribute, and sell electric power; to reclaim and drain swampy and flooded lands; 
and to reforest the watersheds of rivers in this State; and shall also have 
all powers which may be necessary or convenient for the exercise of such 
powers * * %,” 

After the general grant as above quoted the act gives 21 specific powers, the 
one nun.bered (8) reading as follows: 

“To manufacture, produce, generate, transmit, distribute, and sell water- 
power, steam electric power, hydroelectric power, or mechanical power within 
and without the State of South Carolina.” 

The authority soon after organization applied to the Public Works Adminis- 
tration of the United States Government for a loan and grant, which application 
was approved by the President in July 1985. After lengthy litigation brought by 
certain power companies seeking to stop construction of the Santee-Cooper 
project, the authority in 1938 began the construction of the Santee-Cooper hydro- 
electric and navigation project in five South Carolina counties, the power plant 
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and lock being located about 35 miles north of Charleston, S. C. The Santee- 
Cooper project was substantially complete in 1942. The project contains a 75- 
foot lift lock, one of the highest single lift locks in the world, built as an exten- 
sion of the power plant. The power plants have an installed capacity of 134,500 
kilowatts, and in one of the best water years generated more than 800,000,000 
kilowatt-hours of electricity. It came into production just at the beginning of 
the war and helped tremendously to relieve threatened power shortages in the 
Charleston area and South Carolina generally during the Second World War. 
The power plant was connected with the southeastern grid of power lines. 

Almost from the very first the total electrical production of the Santee-Cooper 
project was sold, large portions being delivered to three power companies operat- 
ing in the general area of the project. The Pittsburgh Metallurgical Co., makers 
of ferro-alloys, was one of the first heavy customers and still secures all the 
power which the authority can make available to it. Other defense industries 
being supplied by Santee-Cooper power are a phosphorous furnace at Charleston, 
a cement plant, a paper manufacturing company, lumber industries, and a radio 
parts establishment, 

The authority has arranged to build a steam plant adjoining the hydroelectric 
plant to permit the full utilization of the waters of the Santee River system and 
to increase the electrical capacity of the authority. The plant will contain two 
40,000-kilowatt generating units which with hydrogen cooling can generate 
96,000 kilowatts. 

The transmission system of the authority was delayed by the war, but there is 
now under construction a transmission system which will make authority power 
available in 27 South Carolina counties, 

The authority has entered into a memorandum of understanding with the 
Southeastern Power Administration of the Department of the Interior for the pur- 
chase of 20,000 kilowatts of power and energy with the option to the authority 
to take an additional 20,000 kilowatts, if the option is exercised within the next 
8 months, from the project now under construction by the Army engineers at 
Clark Hill on the Savannah River between South Carolina and Georgia with the 
delivery points of the power to be at Aiken, Batesburg. and Hartsville, all in 
South Carolina. The authority is a preference customer for the Clark Hill project 
under the Flood Control Act of 1944 and intends to exercise its preference to the 
full extent of the power available to it at the Clark Hill project subject only to 
the limitation of the rates for the power being reasonable. 

The Clark Hill project being located on the western side of the authority’s 
transmission system, a connection with that plant is most desirable for full 
support of the transmission system of the authority as well as to furnish an 
additional source of firm power, 

In the fall of 1950, studies of the authority’s electric utility system were made 
by Ford, Bacon & Davis, Inc., engineers, of 389 Broadway, New York City, and the 
engineering report in discussing a possible connection with the Clark Hill project 
states, among other things, as follows: 

“A supply of power from Clark Hill, if obtainable at rates advantageous to 
the authority, would result in operating benefits such as: 

“1, Improvement of the ability of the authority’s transmission lines, in- 
cluding those of Central, to supply existing and proposed loads. 

“2. Provision of additional capacity for meeting emergencies. 

“3. Reduction of system losses by bringing supply sources closer to the load. 

“4. Improvement of voltage regulation all over the system. 

“5. Benefits from any diversity in watersheds supplying the authority’s 
and Clark Hill Reservoirs. 

“6. Provision of a source of surplus power which could, through displace- 
ment, be transmitted to any part of the authority's system.” 

The authority has a contract with Central Electric Power Cooperative, Inc., 
to supply its 16 member cooperatives with power at various locations in South 
Carolina. The present customers of the authority have requested a large in- 
crease in power to be allocated to them. New industries are constantly seeking 
a source of power with the authority for the purpose of new plants in the are: 
to be served by the authority. It is our desire to cooperate fully with the Atomic 
Energy Commission in connection with adequate power supplies for the Savannah 
River project of the Atomic Energy Commission now being constructed in Aiken 
and Barnwell Counties, S. C. In addition to our hydroelectric generation and 
the new steam plant which we hope to complete in 1953, the authority will need 
additional large supplies of power and energy from the project at Clark Hill, a 
large proportion of which will be used in defense industries and for rural electrifi- 
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cation. The authority operates distribution systems in Berkeley, Georgetown, 
and Horry Counties, 8. C., which are continually growing in load. Two airports 
operated during the war, one at Myrtle Beach and the other at Georgetown, are 
located on our distribution systems. 

The authority greatly needs the power which it has agreed to buy from South- 
eastern Power Administration and wishes it delivered at Aiken, Batesburg, and 
Hartsville, S. C., over the transmission systems to be built and operated by 
Southeastern Power Administration. It is most important to us that we secure 
connection with the project at Clark Hill by the time it gets into production, now 
estimated to be October 1952. At that particular time, with the authority's 
steam plant not completed, our power commitments and natural growth indicate 
that the authority will be hard-pressed to supply all demands upon it for power 
during the fall and winter of 1952. It is most important for our operation that 
the lines of Southeastern be completed to the delivery points by the time the 
project at Clark Hill goes into production as we shall greatly need to secure power 
from that source just as soon as it is available. 

Respectfully submitted. 


R. M. JEFFERIES, 
General Manager, South Carolina Pvhlic Service Authority. 


GENERAL STATEMENT 


Mr. Jerrertes. I am general manager of the South Carolina Public 
Service Authority, an agency and part of the State government of 
the State of South Carolina. That was created for the purpose of 
developing navigation and hydroelectric energy in the coastal plain 
of South Carolina and to engage in the sale and distribution of 
power on a State-wide basis. 

We have completed the Santee-Cooper hydroelectric and navigation 

roject about 35 miles north of Charleston, S.C. That was done with 
an and grant from the Public Works Administration. 

The project went into production in 1942 just in time for the 
war load. 

Senator Ettenper. Who owns that? 
Mr. Jerrertes. The State of South Carolina. 


STEAM PLANT CONSTRUCTION 


Senator Ertenper. Does it own any other power-producing proj- 
ects in the State? 

Mr. Jerrerres. No, sir. 

We are engaged now in building a steam plant to supplement the 
hydro in order to conserve the use of the water. 

Senator E.tenper. Firm it? 

Mr. Jerrertes. Yes; and the best use of the water in the Santee 
River. We have two hydros, one with an installed capacity of over 
132 kilowatts and the other is about 2,000 to take advantage of some 
water we must spill at all times down the Santee River. 

We have already completed a considerable transmission system and 
have a rather large transmission system under construction by arrange- 
ment with the Central Electric Power Cooperative throughout the 
State. 

We have a small map here showing our lines and the lines of the 
Southeastern Power Administration, which are proposed, and in 
which we are interested. 

On the large map we are interested in three lines: One coming from 
the Clark Hill project on the Savannah River to Aiken; one from the 
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Clark Hill project to Batesburg, and one from the Clark Hill project 
over to Hartsville over in South Carolina. 

At those three points they will make connection with our transmis- 
sion system. 


POWER SHORTAGE 


We are greatly in need of an increased amount of power. There 
is a terrific demand for it now. Of course, it is Nation-wide, but in 
South Carolina we are having to turn down inquiries from defense 
industries of various kinds constantly for power. 

We will have our steam plant in operation in 1953, but that will 
not be sufficient to meet the demand. 

We are entitled to a preference for the sale of the power generated 
from the Government project at Clark Hill, and we want to take 
all of that power that we can get transmitted into our system. 

I am disappointed to learn that the proposal is not to complete at 
least two of these lines, the two short ones—Clark Hill to Aiken and 
to Batesburg—within the next fiscal year. And I am here asking 
and saying that we want those lines built. . 

The Clark Hill plant will go into production in October 1952. 

Somebody is going to have to build some lines to the plant in order 
that that plant 1 may be useful in the defense program as well as in 
the development of the area 


TOTAL ESTIMATED COST 


Senator ELtenpver. The record shows that the total estimated cost 
of Clark Hill-Aiken was $718,500, and the Budget Bureau allowed 
only $35,400 for surveys and studies, and that the Clark Hill- Augusta 
line was in the total estimated cost of $432,800, and only $21,500 was 
budgeted for the studies and surveys. 

Mr. Jerrertes. The result will be the plant will go into production 
in 1952 with no lines. The various agencies all claim they can build 
them, but somebody is going to have to build them if we are going 
to use that power in the defense program and for the purposes for 
which it was intended. 

Senator Extenver. How far from Clark Hill is the dam operated by 
the State ? 

LINES REQUIRED 


Mr. Jerrertres. Airline-miles it would be about 100 miles. You 
will see our dam on the map I handed you. It is just about 100 air- 
miles from here to the Southeastern lines if we are going to build 
them, and to Batesburg. 

We have entered into an understanding with Southeastern where- 
by we will buy immediately 20,000 kilow atts of power from Southeast- 
ern delivered at the three points or Aiken, Batesbur g, and Hartsville, 
with an option to take 20,000 more to be exercised in 8 months. 

The option is intended mainly to consider this transmission system. 
That power is badly needed in South Carolina now for industries of 
all kinds, particularly for war industries. 

Senator ELLenver. What is your nearest point of contact from the 


Clark Hill station ? 
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miles. 








line from Aiken to Clark Hill since you are publicly owned and you 
want this power ? 

Mr. Jerrertes. We have an agreement to get it at the points of 
delivery mentioned. 

Senator Extenper. Why can you not get the agreement for the 
Clark Hill hydroelectric station ¢ 

Mr. Jerrertes. Maybe we can. We have not got it so far. That 
means that the State would have to finance that. 

Senator E.tenper. The Federal Government is going to have to 


do it. We are digging now through the bottom. There is no bottom 
to the barrel. 
















FLOATING STATE BONDS DIFFICULT 





Mr. Jerreries. Just now is not a good time to issue State securities. 
We had sold a very good issue of them for that steam plant in Feb- 
ruary of this year. That was before the new Government financing 
rules went into effect. Just now we would have difficulty floating any 
additional bonds. 

Senator ELtenperR. Since you need that power so badly and it looks 
as though the appropriations will not be made in order to get this 
power to you for 1952, you might consider doing this so as to have 
it available when the Clark Hill Dam is completed. 

Mr. Jerrertes. I will have to say if there is any way to get that 
power, we will get it. We want it badly. The State needs it. The 
war effort there needs it. We must have it. It is going to be quite 
difficult for us to build those lines. 





















POWER NOW FURNISHED 

Senator ELttenper. How much electricity are you now furnishing 
from this presently owned facility ? 

Mr. Jerrertes. In the best water year we generated 800,000,000 kilo- 
watt-hours. We have a firm generation of around 47! 5,000,000 kilo- 
watt-hours. 

Senator E.tienper. Is that about what you expected ? 

Mr. Jerrertes. That is better than the promotional estimates. It 
depends on the rainfall, of course. 

Now, with the steam coming on, we think we are going to have an 
excellent operation there. We think it is a great ‘financial 
already. The rates are very reasonable and yet we have been 
put aside the reserves required by the United States. 

Senator Enenper. What do you think it will cost you at the bus 
bar to generate this electricity ? 

Mr. Jerrertes. We can put the hydro on the line for around 5 mills. 
We are selling some of it at 54%. We will have to pay an average of 
7 mills to Southeastern. 

Senator Ettenper. How does the rate to your customers compare 
with the rates charged by privately owned utilities in that area? 
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Mr. Jerrertes. Aiken is the nearest point. It would be about 40 


Senator Exienper. Why does not the State proceed to build this 
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Mr. Jerrertes. In the three counties where we have the retail dis- 
tribution our rates are around 15 percent. 
Senator ELLenper. You are not taxed, of course ? 






AMOUNT PAID TO STATE 







, 
4 
4 Mr. Jerrertes. We pay sums in lieu of taxes equivalent to the tax 
; aid by the property before we bought it, whatever that is. 

In addition to that, any surplus in our funds at the end of the year, 
} every 6-month period, as a matter of fact, is paid into the State 
treasury. So far the payments have averaged $200,000 for the last 
4 years. 

Senator Evtenper. That is to amortize / 

Mr. Jerrertes. That is a straight dividend. That is a variable sum. 
That can go much higher, and, of course, it is dependent on earnings. 
It is entirely dependent on earnings. 

We think by the time the plant goes into production at Clark Hill 
there would be some lines completed connecting with our system. 
On that account we are here to endorse the building of these lines by 
Southeastern. If the money cannot be appropriated during the fiscal 
year, then at least the studies and the surveys ought to continue in 
the hope that we can get under construction early in the previous year. 

All three are important, but the two short ones would help the sit- 
uation materially. 

Senator ExLenper. Have you any contracts with any of the pri- 

vately owned power companies there for wheeling power 

Mr. Jerreries. We are selling some power to the Carolina Power & 
Light Co. that operates in the eastern section of South Carolina over 
in this area here on the map [indicating]. We have an interchange 
agreement with the South Carolina Electric & Gas Co, in the remainder 
of the area 

We exc change power now for defense industries and we are buying 
and hauling to some of the defense industries a rather large block of 
high-priced steam power from both of the private power conipanies. 

Senator Evtenper. Did you have any difficulty in arriving at the 
agreement with the private ‘ly owned concerns ? 

Mr. Jerrertes. No,sir. In regard to this war everybody down there 
is trying to do their best. It is making for a higher cost of power 
than we would like to have in that area, but still it is keeping the wheels 
turning in the war industries. It does show there is a cooperative 
way of wor king out some of these problems. 

Senator Evitenper. Is this steam plant you are now erecting in 
South Carolina to produce more power than is necessary to firm your 
hydroelectric power? é 

Mr. Jerreries. Yes. Weare having two 40,000 kilowatt units with 
hydro generators that would generate 40,000 kilowatts each. We want 
to keep one of them largely ‘for stand- by, for machinery breakdown. 
The other will be oper ated’ practically full capacity all the time. 
Senator Haypen (presiding). Might I inquire when was the South 
Carolina Public Service Authority created ‘ 
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Mr. Jerrertes. In 1934 by act of the South Carolina Legislature. 

Senator Haypen. Having in mind that the Federal Government 

might develop water-power projects in that area—or was it for another 
purpose ¢ 

Mr. Jerrerres. The Clark Hill has been talked of for years at the 
same time that the Santee-Cooper project was first discussed. The 
purpose was primarily to develop that one-river system and then to 
spread out and develop other river systems for hydroelectric power 
and navigation. 

Senator Haypen. We have similar authority in the State of Arizona. 
It was primarily created because the State acts as the sole distribu- 
tion agent. It makes one contract with the Federal Government 
for the power produced at the Government dams on the Colorado 
River. Arrangements are made with the private utilities, the co-ops 
and the municipalities, et cetera. It really acts as an agency to 
correlate the several demands and it gives perference to the public 
power organizations like co-ops and municipalities provided under 
the Federal law. 

Apparently yours is something similar to that. 

Mr. Jerrertes. Yes, sir. We operate over the State in that way. 
There are other public bodies like the Greenwood County Commis- 
sion that is doing an excellent job in public power, developing hydro- 
electric energy as well as steam. 

Of course, we have some twenty-odd cooperatives. Santee-Cooper 
will serve 16 of them through this system. We have a system some- 
what like the one you have in Arizona. 

Senator Haypen. I came in late today because of other business. 

Do I understand your request is that these transmission lines as 
indicated in South Carolina be constructed promptly now? 

Mr. Jerrertes. Yes. The Budget Bureau’s estimates gave only 
surveying and planning during the next fiscal year. Thad hoped that 
they could be under construction because Clark Hill project will go 
into operation in October 1952. Somebody is going to have to build 
lines. 

It is not a question of critical materials. Either the private power 
companies, or the State, the United States, or somebody, is going to 
have to build lines to get that power away from that new project. 

I had hoped that those arrangements would be worked out by the 
time the price went into effect. 

As a matter of fact, our most critical area in our forecast for the 
next 5 years of the operation of our plant will be the latter part of 
1952 and 1953, pending the completion of the steam plant we have 
under construction. 

During that period we need this power. It is going to be available 
to Clark Hill in 1952. We ask the United States to build, during the 
next fiscal year, at least the lines from Clark Hill to Aiken and Clark 
Hill to Batesburg. 

We would like to see the one in Greenwood County built also, but 
we understand there is a spokesman here for that county to cover 
that. 

Senator Haypen. Are there any other questions, Senator? 
Senator Hory. I have no questions. 
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Senator Haypen. We will then hear from the next witness, Mr. 


Sloan. 
Senator Maybank has requested that you be heard. 


STATEMENTS OF JOHN B. SLOAN, CHAIRMAN, GREENWOOD COUNTY 
ELECTRIC POWER COMMISSION, SOUTH CAROLINA; AND OSCAR 
A. MOORE, GENERAL MANAGER 


Mr. Suoan. Mr. Chairman, I am John B. Sloan, chairman of Green- 
wood County Electric Power Commission, of Greenwood, S. C. 

Greenwood County Electric Power Commission, herein referred to 
as the commission, is engaged in the business of selling electric energy 
to wholesale customers for consumptive use and to cooperatives and 
municipal corporations located in Greenwood, Laurens, Newberry, 
and Abbeville Counties for resale purposes. 

The commission operates generating plants, transmission and dis- 
tribution systems which are owned by Greenwood Count y in the State 
of South Carolina. 

Senator Haypven. That is all that generates steam, or do you have 
some hydro? ' 

CAPACITY OF GENERATING PLANTS 


Mr. Stoan. I think the maximum is 17,000 hydro and 20,000 steam. 

The commission, which is the managing board, has been interested 
in Clark Hill since its inception and filed its application for Clark 
Hill power with the Secretary of Interior January 14, 1948. 

On April 20, 1951, the commission entered into a contract with the 
Southeastern Power Administration. This contract was approved 


by the Secretary of the Interior May 16, 1951. 

In this contract the Government agrees to deliver power and energy 
to the commission at a substation constructed by the Government in 
the vicinity of Greenwood, S. C. 


ESTIMATED EXTENT OF LINE REQUIRED 


Senator Haypen. How many miles long would that transmission 
line be from Clark Hill? 

Mr. Moore. We estimate 41 miles. 

Mr. Stoan. The commission, having been assured Clark Hill power 
and energy, set aside its steam plant and transmission expansion 
program. 

You gentlemen can readily see the position in which we are now 
placed. We have relied on the Government carrying out its contract 
with us, and we are still depending on the Gover nment to fulfill its 
contract for the delivery of power. 

Failure to do so will certainly leave us in a very precarious position. 


ESTIMATED COST OF LINE 


Senator Haypen. What will the probable cost of that transmission 
line be? 

Mr. Moore. One million dollars. 

Senator Haypen. What is in this bill for it? 
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Mr. Moore. I believe $570,000. 
Senator Haypen. The clerk of the committee shows me the added 


cost is $1,068,000. The budget estimate for $325,000 was submitted 
to Congress which the House did not allow. 


RESTORATION OF HOUSE CUT REQUESTED 


What you are asking, then, is that $325,000 be restored to the bill? 
Mr. Moore. Yes. 

Senator Haypen. I assume that will be all utilized within the next 
fiscal year and the remainder would be required to finish the line so as 
to have the power available to you at the time it becomes available at 
the main production center; is that right? 

Mr. Moore. We hope so. 

Senator Haypen. The testimony is in the fiscal year 1952 the survey, 
design, and land acquisition and clearing will be completed. Material 
contracts would be awarded with the construction contract scheduled 
for the fiscal year 1953. 

When did you expect to obtain this power and when did you think 
it would be available from the dam ? 

Mr. Moore. About October 1952. 

Senator Haypren. That looks like Congress ought to speed matters 
up if it is going to meet your request. 

You can understand that the Bureau of the Budget, in view of the 
very heavy demand for money for military expenditures and the heavy 
demand for labor and materials in other fields, was not inclined to 
place in this bill anything that would call for the use of labor and 
materials in conflict with military program. 

I assume that is the reason they trimmed this down to as little as 
they thought you could get along with fora year. It says that for the 
fiscal year 1953 which ends on June 30, and it would mean that addi- 
tional men would have to be made available so the contract could be 
let on July 1, 1952. 

You say that power would be available from the dam in the fall or 
winter of 1952 

Mr. Moors. That is our understanding, sir. 

Senator Haypen. The two things ought to be synchronized it seems 
to me. 

Do you have any further statement ? 

Mr. Sioan. I would be glad to answer any questions. 

We need the power. We serve four counties. The municipal con- 
sumption is more than 50 percent. 

Senator Haypen. Is that demand growing? 

Mr. Stoan. Yes, sir. 

We recently completed a 12,500 steam plant and it took it down. 

Mr. Moore. I would like to add we were trying to keep up with 
the program in our area. We built that last steam plant. We talked 
about transmission lines to meet the expansion in the area. We got 
prices from different manufacturers and the availability was around 
1948. The Government was going to put the power up to our door. 
We dropped it. That is what put us in a bad position. _ 

We are depending on the Government to build that line. 
Senator Haypen. Thank you, gentlemen. 
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We have allowed for the committee to hear representatives of the 
rural electrical cooperatives 2 hours and then there will be 2 hours 
available to hear the electric power utilities, and we will start that 
right now. We have been crowded for time. 


‘Who is the first witness on behalf of the REA? Mr. Beverage? 





STATEMENT OF L. P. BEVERAGE, MANAGER, FOUR COUNTIES 
ELECTRIC MEMBERSHIP CORP., BURGAW, N. C. 













PROPOSED SERVICE BY SOUTHEASTERN POWER ADMINISTRATION TO NORTH 
CAROLINA RURAL ELECTRIC COOPERATIVES 



















Mr. Beverace. My name is L. P. Beverage from Burgaw, N. C 
down in the southeastern section of the State. 

Senator Haypen. Do you have a prepared statement ? 

Mr. Breverace. I do not have a prepared statement. 

For the past 3 years we have been working on a program, and at the 
first of our program we organized what we called an Electric Mem- 
hership Corp., of which I president, to work out something to get a 
more dependable power supply for eastern North Carolina at a rea- 
sonable cost. We found ourselves considerably handicapped in mak- 
ing a study due to a lack of being able to coordinate our plants with 
the Southeastern Power Administration which is supposed to be ex- 
pected in pretty soon. We have just recently been able to go into 
any studies at all since Southeastern has come from the front and 
shown us what they have planned to do by building a feeder line into 
the eastern section of the State. 

Unfortunately, we had not been able to go ahead prior to that because 
we did not know what their plans were. 


*> 


KINSTON FEEDER POINT 















Our studies that we have been making indicate that our most feasi- 
ble feeder point would be to come into Kinston, where the Southeastern 
has proposed to build a line to, and we have repeatedly tried to work 
out something with the power company since January of 1950. The 
original proposal was to wheel Buggs Island power, ‘but they added 
a restriction to this clause that they "proposed to give us that would 
almost prohibit us from realizing the benefits of the low-cost power 
at Buggs Island. Since that time we have negotiated with them on 
several occasions to try to work out something. In October 1950, we 
asked them to give us a little more reasonable contract and stated 
the terms that we would like to have, and they said, “Oh, no, we can- 
not do that. You would have to become customers of the company 
and let us buy the power at Buggs Island and resell it to you.’ 

Which would make out a very undesirable arrangement for us. 
That is exactly what we are doing now. 

Senator Haypen. On the map there, it is that red line that comes 
from Buggs Island down to Kinston that you are interested in? 

Mr. Brverace. Yes, sir. That would be the feeder point that we 
would tie into with the system to bring the power into our section. 

Senator Erienper. That is REA? 
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Mr. Beverage. Yes, sir. 
Senator E.tenper. You are now getting it at Kinston? 

Mr. Brverace. No, we are buying it from the Tidewater Power Co. 

Senator Ettenper. That is a privately owned concern ? 

Mr. Beverage. Yes. And we are paying at the present time 114 
cents per kilowatt hour. 

A number of our cooperatives have been paying 714 mills, and in a 
few cases we are buying from municipalities for 1.8 cents per kilo- 
watt-hour. 

Senator ELtenpver. How much do you sell your power for if you 
pay 15 mills for it. 

Mr. Beverace. Well, it is sometimes a little bit hard to figure out 
how you can give the member good service and pay such a high cost for 
your power. 

At one time when your member use was down low the ordinary 
rate schedule was worked out and the first 100 kilowatt-hours usually 
averages around 4 or 5 cents per kilowatt-hour, and after that you 
have a sudden drop in your schedule. 

Up until the last 2 years our members did not adequately utilize the 
power because it was something new to them. We have not put on 
a proper program because of the high cost of power to get them to use 
more power. 

For the past 2 years they have usually gone over the average of 
100, which in some cases necessitates that we are selling the power 
cheaper than we can buy it for, and we cannot go on with that sort of 
an arrangement unless we can get a cheaper source of power. 

We are afraid that if we raise our rates to allow us to operate at a 
margin, which we will have to do if we do not get a reduction in the 
power cost within a reasonable length of time, that we will actually 
discourage the use of electricity, when we should be encouraging use 
of electricity on the farm, to realize the full benefits of electric service. 

Senator Exienpver. Is your cooperative amortizing its payments 
according to schedule? 

Mr. Beverace. At the present time we are paid up in advance 
$75,000, but you can well see since there is a balance between the cost 
of power and the actual power that we are charging our members for, 
that if that cost of power is not reduced to a considerable extent, we 
might be put in the position of where we would have to increase the 
rate because the intent of our board of directors is to at all times 
be in a position to meet their obligations to the Government. 



























SOURCE OF POWER 


Senator Evtenper. What size concern is it that is now furnishing 
you with power? 
Mr. Brverace. Tidewater Power Co., which furnishes our indi- 


vidual cooperative with power has service in 13 areas, counties in the 
southeastern section of the State. 


Senator ELLenprer. You mean in North Carolina? 
Mr. Beveraae. Yes, sir. 


Senator ELienver. Is it all steam generated ? 


Mr. Brverace. They buy most of their power from the Carolina 
Power & Light Co. 


Senator Ertenper. They buy it? 
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Mr. Beverace. Buy it; yes, sir. 
Senator EvtenvEr. And they resell it? 


RESALE POWER RATES 


Mr. Bsverace. Yes, sir; and they resell it. 

There is a funny thing on that resale proposition that we have never 
been able to figure out. We have a substation located approximately 
6 miles from the C. P. & L. system where they sell to Tidewater Power 
Co. Tidewater charges us 14% cents, and 6 miles up the road C. P. & L. 
is selling it for 7144 mills. 

We never have been able to figure out why C. P. & L. has repeatedly 
just evaded the issue when we approached them about purchasing the 
power. 

When our engineer came around to make a study for our eastern 
group, we asked the power company to submit an alternate proposal 
so we would not be in a position where we would have to build our 
own transmission lines because we really did not want to do it, if 
we could work out satisfactory arrangements with the power com- 
pany within the area where they would give us dependable service 
at a reasonable cost. 

There is no point in our going into the transmission business. We 
were not organized for that. Yet, on the other hand, we would be 
forced to do it if we did not get dependable power at a reasonable cost. 

Senator Extenper. Does Tidewater produce any power at all? 

Mr. Beverage. I am not too familiar with the Tidewater system. 
I do not want to degrade the Tidewater Power Co., but they have a 
dilapidated, I understand, steam unit, located in Wilmington that 


is more or less on a standby basis. It is not used at all. They buy 
almost 100 percent of their power from the Carolina Co. 


Senator Extenper. Do you know if power from the Tidewater Co. 
is sold to any other cooperative cheaper than the price charged to 
you? 

Mr. Beverace. Tidewater has a rate contract that is available. 

Maybe we had better get back to the engineering problem, too. 
I would like to draw the line between what you should do to give 
your members the dependable service. You should locate your load 
centers within a reasonable distance of the source. 

For engineering design reasons, and to give dependable service to 
our members, we have located three substations on our system, and 
the three substations up until the past 6 or 8 months have not had a 
very high demand in kilowatts. They have been less than a thousand 
kilowatts, ; 

Tidewater has a contract that is available, that if our power demand 
goes up to 1,000 kilowatts per metering point, they will reduce the 
rate and it averages out between 12 and 13 mills, which is the lowest 
rate they have available to a membership corporation for electric 
requirements. 

We have been planning in our last talks with the power company— 
we asked them what we could do to take advantage of this cheaper 
rate of 1214 mills, approximately, and they told us that the only way 
that they saw that we could do it at that time would be to build a 
transmission system of our power which would consolidate all of our 
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load into one metering point, and through that we would be able to 
buy on a thousand-kilowatt-rate schedule. 

But when we first organized our cooperative in North Carolina 
in 1937 we couldn’t get any agreement with the power companies at 
all to sell our cooperat ive power at a reasonable cost. 

Our engineers came up with the idea of building our own hydro 
plant on a river which was located within the area of the cooperative, 
and we had made application for funds to REA to build that hydro 
project. 

Immediately after the plans were submitted to REA the power 
company came back and were glad to deal with us if we were going 
to put in our own power system. They came down to a point where 
we could afford to buy power from them, which was around 1 cent at 
that time. 

Since 1938 through what they call a fuel charge they have been 
gradually increasing our rate to a point now where it has gone up 
from 1 cent toa little over 11 6 cents. 

When we organized our eastern group and asked the power com- 
panies to make a counterproposal to give us dependable service at a 
reasonable cost to avoid having to build a transmission system of our 
own, they came back with a somewhat similar proposal to that which 
they gave us in 1938 of 814 mills, and we build our own load centers. 

And we look upon it somewhat as exactly what to do. Our board 
saw practically the same thing happen in 1938. Are we going to be 
faced with the same thing 10 years from now? We are going to be 
back to the 114-cent power. 

With Southeastern coming into our area, that would be one oye 
where we would feel like we would be ition with somebody who wa 
really interested in the welfare of our members. Together we w told 


work out something to get adequate power at a reasonable cost to our 
area, 











SERVICE 





TO BE RENDERED BY BUGGS ISLAND-KINSTON 





TRANSMISSION LINE 





Senator Haypen. How many members have you ? 
Mr. Beverace. We have 7,400 members on our particular coopera- 
tive and our eastern group represents 49,000. 

Senator Haypen. That is, you mean to say that that red line on the 
map would render service to 49,000 people? 

Mr. Beverace. No, sir; that would bring it to a point where we 
could put in our own system and distribute the power. 

Senator Haypen. It would be a backbone transmission line? 

Mr. Beverace. It would be a backbone transmission line to feed our 
system. 

Senator ELLenpDER. From Kinston out ? 

Mr. Beveracr. Yes; to the east. 

Senator Haypen. I had no idea the Government was giving power 
to any individuals. 

Mr. Beverace. No, sir; it was just to deliver it to the 17 cooperatives 
of the eastern North Carolina member ‘ship. 

Senator Haypen. And those 17 cooperatives have 49,000 members ? 

Mr. Beverage. Yes, sir. 


Senator E:tenver. As to that power line from Buggs Island to 
Kinston, how many cooperatives will it serve? 
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Mr. Beverace. The power line itself from Buggs Island to Kinston, 
with short taplines, I have not made a complete study of it, but it will 
go right through the area served by five of our member cooperatives, 
They could be s served directly off that line. 

Senator ELLeNnpDeErR. Five of them ¢ 

Mr. Beverace. Yes. 

Senator ELLenper. But it might be necessary to build a short line to 
the main line which would be. built by the cooperatives to tap it? 


PROPOSED INTEGRATED POWER SYSTEM 


Mr. Beverage. We did not intend to tap Southeastern’s lines at 
Kinston; we wanted to integrate the system, because when you tap in 
on the 110 kilovolt line that Southeastern Power Administration pro- 
poses, you get into substation costs. 

It would be cheaper to build our proposed system of 66 kilovolts 
which would feed out Kinston in a loop feed system and furnish power 
to these five same cooperatives. 

Senator ELLenpDerR. Then the Kinston power would be more or less 
used to firm the power you get from Buggs Island, and vice versa 4 

Mr. Beverage. That is right. 

Senator ELLenpeR. You help each other out ? 

Mr. Beverace. Well, in our immediate plan it is really proposed to 
build a steam plant. 

Senator ELLenper. If the Government should undertake the build- 
ing of that line as suggested, what is going to become of the Tidewater 
Co.¢ Has it any other source of revenue except from your organiza- 
tion and others in that locality ¢ 

Mr. Beverace. In 1950, when they made the proposal to us, or the 
five cooperatives that would be fed off their system, they hada proposal 
before the Public Service Commission in North Carolina to increase 
the rates to their retail consumers. Yet, on the other hand, they came 
back and offered us a reduction that was more than the increase they 
were asking for to add on to the retail customer’s bill. 

And the viewpoint we are taking, and we have to take, is that they 
must be, in an effort to kill off Southeastern, actually selling power at 
less than what it is costing them. 

Senator ELLENDER. They cannot stay in business that way. 

Mr. Brverace. If they sell it to us at less than cost, or reduce our 
bill to half, or by $200,000 a year, and yet, on the other hand, they 
are asking for an increase to their retail customers, it puts us in the 
position whereby the Public Service Commission is being forced to 
come back and tell them to get a more equitable rate schedule worked 
out and increase the rates to the elected cooperatives and reduce the 
rates to your consumers. 

Senator Haypen. I am not too clear about your answer to Senator 
Ellender. 

Senator ELtenper. He has not answered my question yet. 

Senator Haypen. Does the Tidewater Power Co. serve individual 
customers in different towns ? 

Mr. Beverage. Yes, sir; they have some 50,000 consumers of theit 
own within the 13 counties that they operate. 
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Senator Haypen. They have a power system in one town and , 
power system in another town, and so on ? 

Mr. Beverage. Yes, sir. They serve the city of Wilmington and 
several other large places, 

Senator ELienper. How do the rates to their individual customers 
compare with the rates that you charge to your individual customers ’ 

Mr. Beverage. Well, comparing with the first 100 bracket that we 
spoke of before, they are 35 cents cheaper. 

Senator ELitenper. 35 cents cheaper ? 

Mr. Brverace. Yes. 

But when a use gets over 100, we find our rates to be lower than 
theirs. 

Senator Haypen. Are there any further questions ? 

Senator E.tienper. I have no further questions. 

Senator Haypen. Have you finished your statement, Mr. Beverage? 

Mr. Beverace. Yes. 

Senator Haypen. Thank you, very much, 

Mr. Beverage. Thank you. 

Senator Haypen. The next witness will be Mr. James T. Dudley, 
manager of the Singing River Electric Power Association, Lucedale, 
Miss. 


STATEMENT OF JAMES T. DUDLEY, MANAGER, SINGING RIVER 
ELECTRIC POWER ASSOCIATION, LUCEDALE, MISS. 


Proposep SERVICE BY SOUTHEASTERN PowrEeR ADMINISTRATION TO 
Misstsstpr1 Rurat Evectrric Cooperatives 


Senator Haypen. Do you have a prepared statement, Mr. Dudley ? 
Mr. Duptey. Yes, sir. 
Senator Haypen. Do you wish to read it, or place it in the record? 

Mr. Duptry. Yes, sir; I will read it. 

My name is J. T. Dudley. I am manager of the Singing River 
Electric Power Association, Lucedale, Miss. 

This is a rural electrification project, borowing funds from the 
Federal Government and serving about 6,000 members in southeast 
Mississippi. 

I am also a member of the board of directors of Mississippi Rural 
Electric Association, a service organization for the rural electrifica- 
tion projects in Mississippi. This organization represents a ma- 
jority of the cooperatives in the State, the combined membership 
representing about 70,000 farm families. 

I have been chosen by this board to appear before this committee to 
give you the benefits of our attitude toward the pending appropria- 
tions. 

We firmly believe that the established power policy of the United 
States is very sound. We believe that the appropriations which have 
been asked for by the Bureau of the Budget are within the established 
power policy. None of the appropriations asked for directly affect 
our State of Mississippi, and none of the proposed construction is 
within our State. 

Our board of directors’ only reason for desiring representation be- 
fore your committee is to defend the present power policy which has 
been in effect for a number of years, and under which we eventually 
hope to obtain an adequate and dependable source of power. 
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Senator Haypen. Where do you think you could get that power? 

Mr. Duprey. We have a possibility of getting it from the South- 

east Power Administration, we think, later in their program. 

Senator Haypen. Are there any large Government dams being con- 
structed in Mississippi ? 

Mr. Duptey. No,sir. There are some proposed in Alabama. They 
are not too far from us. 

Senator Haypen. All right. 

Mr. Duptry. Millers — and Jones Bluff in Alabama are near 
us. 

Senator Haypen. You have to wait until the Government develops 
hydropower somewhere ? 

Mr. Duptry. Yes, sir. 

Senator Haypen. Before you can take advantage of an arrangement 
of this kind. 

Mr. Duptey. Part of our State is also served by TVA, but that does 
not affect us inthe State. Weare too far from it. 

The Congress of the United States has since 1935 supported the 
rural electrification program by providing funds for the construction 
of distribution facilities which are now serving a very large per- 
centage of the rural families in America. The employees, offici als, 
and owners of these rural electrification projects, and we believe a 
vast majority of the Members of Congress, are very proud of the rec- 
ord which has been made in providing electric service to the rural 
areas through this program. 

Various investigations have been made by congressional commit- 
tees and private concerns. I do not believe any of these have ever 
shown anything basically wrong with the program or with the manner 
in which it is being carried out, 

The Rural Electrification Administration enjoys one of the best 
repayment records of any lending agency in the U nited States, whether 
public or private. This certainly indicates that the policies are 
sound. 

In order for this record to be continued in future years, rural elec- 
trification projects must have an adequate and dependable source of 
power. By adequate I mean the required amount of power at the 
load centers, and by dependable I mean a source of power which can 
be depended on for future years at a reasonable rate. 

The board of directors of my cooperative discussed rate reductions 
in their regular monthly meeting a short time ago. All of our board 
members were very anxious to grant a rate reduction to our members 
at the earliest possible time. 

However, they unanimously agreed that this could not be considered 
at the present time, due to the lack of an adequate and dependable 
source of power. 

Weare at the present time paying 18 percent more for electric power 
than other cooperatives in south ‘Mississippi who are buying power 
from another commercial power company. We do not know what rate 
we will have to pay or what contract provisions we will have to meet 
when the present contracts expire in 1952. 

Senator Evtenper. You are now speaking of your own, or the 
cooperatives in your area? 
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RATE SCHEDULES 





Mr. Duprey. There are six cooperatives in the area immediately 
surrounding me, which are on the same rate schedules as I am. 

Senator Eutenper. How much is that ? 

Mr. Duptey. We pay about 6 mills. 
Senator ELitenper. Six mills? 

Mr. Duptry. Yes, sir. 

Senator Haynen. That power is, I assume, steam power generated 
by private utilities? 

Mr. Duptey. Some of both; yes, sir. Some steam and some hydro, 
We are served by one of the member companies of the Southern 

Co. 

Senator Ettenper. That appears to be a good rate you are getting. 

Mr. Duprey. It is good, but that just goes through 1952 
not know what position we will be in after that. 

Senator ELtenper. As a rule they usually make it the same, or 
perhaps cheaper, do they not? That is the way it has worked in other 
areas. 

Mr. Duptry. Well. we feel it has worked that way because there 
is some possibility of getting the power in another way. We have 
had an application in for a generating cooperative, and we have been 
trying to get one. 

Senator ELienper. You want the Government to do it for you? 

Mr. Duptry. No, sir; we just want the Government to loan us the 
money. 

Senator ELitenper. That is what I am talking about. 

Mr. Duptey. Yes, sir. 

Senator Ertenper. And you think you could make it cheaper than 
6 mills? 

Mr. Duptey. If we could integrate a steam plant with hydro proj- 
ects, we could. We cannot with the steam plant alone; no, sir. 

Senator Exttenper. What hydro projects are there in the neigh- 
borhood ? 

Mr. Duptry. There are none. That is the reason that we cannot 
justify a generating plant at the present time because we do not have 
any integration. 


and we do 


SOURCE OF POWER 


Senator ELtenper. From whom you are getting your power ? 
Mr. Duptxy. Mississippi Power Co. 
Senator ELLtenper. And they obtain theirs from steam and hydro? 

Mr. Duprey. And hydro. 

Senator Extenper. And from what hydroelectric plant? 

Mr. Duptey. I am not familiar enough with their system. 

Senator Ettenper. It is owned by the Mississippi Power Co. ? 

Mr. Duptry. Yes. I don’t know that the Mississippi Power Co. 
has any hydro projects. They are interconnected with the other 
southern companies. 

Senator Extenper. Is there any connection between you and Mis- 


sissippi Power Co. and any other federally owned hydroelectric gen- 
erating system ? 


Mr. Duptey. Not that I am familiar with. 
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Senator Haypen. Did I understand there was some interchange of 
power between the Alabama and Mississippi Power Cos. and the TV A? 

Mr. Duprey. I feel reasonably sure that they are interconnected 
with TVA, but not to my certain knowledge. I couldn’t say that they 
are. Iam not sure. 

Senator Exnenper. You say that the power in your section is cost- 
ing 18 percent more than southern Mississippi / 

Mr. Duptey. Than other co-ops in south Mississippi are buying 
from Mississippi Power & Light Co. 

Senator Extenper. Why is ‘that ? 

Mr. Duptey. I do not know, sir. 

Senator ELxenper. Is it produced cheaper by Mississippi Power in 
that locality than where you are? Or what exactly is the reason for 
it? Do you know? 

Mr. Duprey. We have asked for that reason ourselves, and we do 
not get an answer at all. My personal opinion is on it, they both gave 
us a rate reduction a short time ago when they thought we did have 
our generating proposition worked up to where it was feasible. 

And as I say here further in my testimony, we were led to believe 
that they were going to open the negotiations on rates and other provi- 
sions in the contract again after that. And when they saw that the 
generating plant was killed, they wouldn’t even discuss it with us. 


FEDERAL POWER POLICY 


Well, they have met with us, but they would not discuss my points 
in it. 
We believe that the continuation of the present power policy in the 


South will in the future assure us an adequate and dependable source 
of power. The people who are putting forth every possible effort to 
wreck this established power policy seem to be concentrating their 
efforts on that part of the policy which determines the way in which 
the power is sold. 

The executive department has always been, and we believe it should 
continue to be, responsible for the sale and delivery of this power 
wholesale to load centers at the lowest possible cost consistent with 
sound business principles, first to public bodies and cooperatives, and 
then to others. 

In the river development projects which include the generation of 
electricity, a large part of the cost is charged to the generation facil- 
ities. This cost should and must be self- liquid: iting. 

In order to assure this, we believe that federally owned power plants 
should be interconnected, coordinated, and integrated with each other 
and with wholesale load centers by adequate transmission lines. 

If this is not done, the marketing agency will have no other alterna- 
tive than to sell the power to the customers who are in a position to 
construct transmission lines from the plants to the load centers at 
whatever price the Government can obtain. 

It seems to us that the ones who are trying to wreck the transmission 
phase of the Federal power policy are using some very weak argu- 
ments. Their objections to the appropriations for transmission lines 
seem to be based mainly on the cost to the taxpayer, the conservation of 
material and manpower, and the evils of duplications. 
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A few of them would like to leave the impression that the present 
transmission facilities are adequate to take care of all future needs. 
This, of course, is absurd. 

Our regional load centers and our sources of power are constantly 
changing and it is absurd to argue that the present transmission 
facilities will handle the power which is to be developed on the projects 
which are now under construction and which are planned for future 
construction. 

I agree that the cost to the taxpayer should be a most important 
consideration. We maintain, however, that the taxpayer is going to 
pay for the cost of this construction regardless of how the const ruc- 
tion is done, or how it is financed. The t taxpayer will either pay the 
bill through direct taxation or through his monthly electric bill. 

If the lines are built by the Feder: al Government, the t taxpayer will 
only pay the cost of construction. If, on the other hand, they are built 
by existing private utilities, the actual cost plus profit will either be 
paid by charges for wheeling the Government power or through 
higher electric rates. 

The manpower and material costs will be about the same, regardless 
of who builds the line. The transmission networks, of course, should 
be integrated with the existing transmission lines wherever practicable 
in order to conserve manpower and material. 


DUPLICATION OF LINES 


The argument concerning the evils of duplication is the most absurd 
of all. What is w rong with duplication of transmission lines? The 
United States is supposed to have the best transportation facilities in 
the world. This is true only because of duplication. 

I could have made this trip to Washington by either of several air- 
lines, railroads, bus lines, or could have driven any number of United 
States highways. Each of these is a duplication of the other and 
certainly it would be absurd to argue that we do not need or should 
not have this duplication. 

A power shortage in our country can be just as real and just as severe 
because of the lack of transmission lines as it could be because of the 
lack of generating facilities. The development of transmission facil- 
ities must keep pace with the development of generation to prevent 
a shortage of power at the load centers. 

Our defense program and our peacetime program after the present 
emergency demand great expansion in generation and transmission 
facilities. A short tage of electricity because of the lack of transmis- 
sion facilities is not an imaginary thing as far as I am concerned. 

I was chief of the Electric Utilities Section of the United States 
Allied Commission in Austria from August 1945 until March 1946. 
During the winter of 1945 and 1946 there was a surplus of electric 
energy in the French zone, while at the same time the United States, 
Russian, and British zones suffered an acute shortage of electric en- 
ergy. We found it necessary during the winter months to cut off about 
30 percent of the distribution line in these three zones from 7 :30 in the 
morning until 4:30 in the afternoon. 

If there had existed an adequate transmission network from the 
French zone to the eastern zones of Austria, there would have been 
adequate power and some energy would have been available for export. 
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I cannot understand the commercial power companies’ objections 
to duplication. In my area they do not seem to see any evils in 
duplication when it is being carried out by them to take our existing 
customers. 

We had two examples of duplication in our co-op area last week. 
One case was a community in Jackson County where we have had 
distribution facilities since about 1943. The power company built 
distribution lines into this community a short time ago and just last 
week made electric service available to a cafe and five residents which 
we had served for about 8 years. 

We had another example of their willingness to duplicate in the 
case of a sand and gravel pit in Perry County. We had distribution 
facilities in that community for several years. We served the sand 

and gravel pit with single-phase power for the past several months 
during their construction. 

The power company’s nearest customer is more than 5 miles from 
the location of the pit. 

I was informed last week by one of the owners of the sand and 
gravel pit that the power company had offered them what they con- 
sidered a better proposal than the one which our cooperative had 
made and they were, therefore, going to obtain their electric energy 
from the power company. 

We understand that the power companies in the area of the South- 

astern Power Administration object to these transmission lines and 
propose to enter into what they cal] wheeling agreements with the 
Southeastern Power Administration. 

The cooperatives who buy wholesale power from Mississippi Power 
Co. met with an official of the power company on September 9. We 
had just been granted a slight rate reduction by Mississippi Power 
Co. in an effort to kill our proposal to build a generating plant and 
transmission system in south Mississippi. 

We were led to believe that the power company would further nego- 
tiate our rates and other objections to our wholesale power contract 
if the plans for the generating and transmission system were not 
realized. 


REA CONSTRUCTION LOAN DENIED 


We were not able to obtain a loan for the generation and transmis- 
sion facilities because of this reduction and new contract and rate 
reductions which the Mississippi Power & Light Co. granted to the 
cooperatives who buy wholesale power from them. 

Senator Haypen. You had an application for a loan with the Rural 
Electrification Administration in Washington? 

Mr. Duprey. Yes, sir. 

Senator Haypen. Of course, they are prohibited by law from mak- 
ing loans where power at a reasonable rate can be obtained from a 
private source ? 

Mr. Duprey. Yes, sir. 

Senator Exxenper. In your application were you able to estimate 
the cost to you of generating this electricity ? 

Mr. Duptey. Yes, sir. I don’t remember the figure right off, but 
it was in the neighborhood of 6 mills. 

Senator Extenper. So that you bought it at six and you could 
have continued at six? 
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Mr. Duptey. Yes, sir. But we were paying more than six before 
that. They gave us a rate reduction in order to just come under 
our generating transmission cost. 

Senator EnLLenper. For what length of time are you permitted 
under REA regulations to contract ? “Ts it a fixed period of 1 year, or 
5 years, or what ? 

Mr. Duprey. Well, I could not answer that, sir. Our contracts are 
for 5 years. 

Senator ELLtenper. Have you ever tried to get it on a longer term in 
return for better rates ? 

Mr. Duptey. No, sir. 

Senator ELLenpeR. Do you think that would be feasible? 

Mr. Duptey. Well, it would depend entirely on whether any other 
source of power was available to us. We would not want to get tied 
up on a long contract and then have some other source of power 
available where we could get it cheaper. 

Senator ELLenpEeR. Do you mean publicly owned power, or private- 
ly owned? 

Mr. Duprey. Either one. 

All of our objections are not on the cost of the power, there are 
certain things in our power contract which we object to, too. 


POWER CONTRACT 


One thing is this duplication business. They have taken my mem- 
bers when I cannot take theirs under a similar situation. 

Senator Exxenper. Is that incorporated in your contract? 

Mr. Duptey. Yes. 

Senator Eitenper. They can serve people that you are serving? 

Mr. Duptey. Yes, sir. 

Senator Etitenper. Is that forced wpon you by the company? 

Mr. Duprey. Yes, sir. 

Senator Extenper. Well, have you not a power commission in 
Mississippi ? 

Mr. Duptey. No, sir. We have objected to that and several other 
clauses in the contract. When we met with this gentleman on Sep- 
tember 9 we understood that that was to air these objections and 
reopen our rate schedules. 

Senator Ettenper. Do you mean this coming September ? 

Mr. Duprey. No, sir; this last September. We had just given up 
on our generating co-op because of these two rate reductions, and they 
were not willing to talk to us about any provision, and told us that 
they were not going to make changes. 

Senator Ettenper. Aside from the instance you have just given 
to us about the power company competing with you at this sand pit, 
have you any other instances where they have sold electricity to cus- 
tomers you serve? Is that the only instance ? 

Mr. Dupiey. Well, that is only one 

Senator Ex:enper. The only one? 

Mr. Duptery. Recently. 

Senator Ettenper. You have had some in the past? 

Mr. Duprey. Yes. 

Senator Etienper. Is this a threat that they will do it or are they 
actually doing it? 
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Mr. Duptey. The sand and gravel pit ? 

Senator ELLENDER. Yes. 

Mr. Duptey. The man that owns the sand and gravel pit said they 
were going to do it. 

Senator ELtenper. Have you checked with the company ? 

Mr. Duptey. No, sir. 

Senator Exnenprer. He might be wanting to—— 

Mr. Duptey. He came to see me and see if I would discontinue 
my services so he could get it. 

Senator Extenper. What kind of contract did you have with him? 

Mr. Duptey. We do not have any contract. It is single-phase 
service, and we do not require anything except membership for single- 
phase service. 

Senator ELLtenper. Have you served any municipalities in your 
system ¢ 
‘Mr. Dup.ey. I serve one incorporated town of about 500 population. 

When we met with this power company oflicial in September he 
flatly refused to grant us any consideration concerning our objections 
to the contract and assured us that there would be no further rate 
reductions, 

We had already been in contact with Southeastern Power Admin- 
istration and knew that they were negotiating with the Southern Co. 
for a wheeling agreement. The power company official told us in 
this meeting that, if this wheeling agreement was consummated, we 
would still be customers of the Mississippi Power Co. and under the 
same contract which we now have with them. 

He later sent me a copy of the statement of Mr. C. B. McManus, 
president of the Southern Co., before the President’s Water Resources 
Policy Commission in Atlanta, Ga., on July 31, 1950. At that time 
Mr. McManus stated, and I quote: 


The Southern Co.'s attitude or philosophy is that we should take and pay for 
the power produced at these reservoir projects in our area—or such part of it as 
is allocated to this area—and distribute it in such a manner as to encourage the 
most widespread use at the lowest possible rates to Consumers consistent with 
sound business principles. 

It seems to me, instead of this being called a wheeling agreement, 
it should be called a bus-bar purchase of power. We urge this com- 
mittee and Congress to not be misled by these so-called wheeling 
proposals. 

Senator Haypen. Let me go back and ask you a question. Is there 
in the State of Mississippi a public power body, or a body of any 
kind like a State commission, that regulates the rates ? 

Mr. Duptry. No, sir. 

Senator Haypen. The State does not have any? 

Mr. Duptey. No, sir; they have a public service commission, but 
they do not regulate the utility rates. They do the telephone com- 
pany, or are supposed to. 

Senator Haypen. I assume they also have something to do with 
the railroad rates ? 

Mr. Duprey. Yes, sir. 

Senator Haypen. But they have never taken over this field? 

Mr. Duptey. No, sir. 

In summary, I would like to say that we are in complete agreement 
with the present power policy of the United States. We do not recom- 
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mend that the Federal Government go into the business of distribution 
of power, but we do believe that the Federal transmission of power 
generated at the federally owned projects is very necessary and 
desirable. 

We are firmly convinced that our defense program and our peace- 
time economy after the present emergency demand the rapid expan- 
sion of generation and transmission facilities. We believe that the 
best interest of the defense program and of our peacetime economy will 
be served if the Federal Government builds such transmission lines 
as are necessary to integrate the federally owned power plants with 

each other, with existing transmission facilities, and with the whole- 
sale load centers. 


PROPOSAL FOR POWER DISTRIBUTION CENTER 


Senator Haypen. You say the committee should not be misled by 
the so-called wheeling proposals. I might say that the committee has 
had the question of wheeling agreements before it, to my certain 
knowledge, for at least 5 years now. There are wheeling agreements 
that are entirely maiaclans to the Government and to the private 
power companies, and they are mutually advantageous. 

I think what your point is is that you do not w ant a private power 
company to be the sole purchaser. 

Mr. Duptey. Yes, sir. 

Senator Haypen. In other words, it is good public policy to take 
the power away from its source on a bac kbone transmission line to 
where several agencies can get it. It might be the private power 
company. 

Mr. Dupviey. And regardless of whether it is done by the construc- 
tion of transmission lines we want to be customers of the Government 
instead of the power company. 

Senator Hayven. That is the essence of a wheeling agreement, that 
the preferred customers, as set forth in the law, are to be served the 
public power and they are to pay for it to the Government, the Gov- 
ernment compensating the private utility that wheels it in a proper 
manner. 

Mr. Duptey. That is all we are asking for, 

Senator Etzenper. Why would you prefer to be a customer of the 
Government when you can get the same rates from privately owned 
concerns ? 

Mr. Duptey. Because of other restrictions in their contracts. I 
do not have a copy here with me. 

Senator ELienper. Do not those privately owned concerns pay taxes 
in your locality ? 

Mr. Duper. Yes, sir. 

Senator Exixenper. They help to maintain the Government; they 
pay your police, and help you out on your Government ? 

Mr. Dupiey. Yes, sir. 

Senator Exttenper. What if you take them out of the picture? 
What would happen? 

Mr. Duptey. I pay State taxes, too. 
Senator ELuenper. I say, you need all the taxes you can get. 
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Mr. Duptry. Yes, sir. 

Senator Extenver. To properly operate your community. 

Mr. Duptey. But there is no point in our paying them an increased 
wheeling charge just so that we get part of the amount back in taxes. 
I do not see that. 

Senator Eitenpver. It strikes me if you can get it from the privately 
owned concern at a price equal to or similar to that that you can get 
it from the Federal Government for, that it might be better in the 
long run to get it from the privately owned concern. 

Mr. Duptxy. Well, our other objection is these contract clauses of 
which we object to. 

Senator ELLenper. You recited one instance there about the gravel 
company. What are the other objections? 

Mr. Duptry. We have one of those prepared. I would be glad to 
furnish it. 

Senator Ex.enper. I wish you would submit it for the record, and 
give your objections to the agreement other than the rates. I would 
like to have that. 

Mr. Duptry. Yes, sir. 

(The information requested, subsequently furnished, appears on 
p. 1066.) ; 

Senator ELitenper. The next witness, I believe, is Mr. Whitehead. 


STATEMENT OF ROBERT WHITEHEAD, ATTORNEY, OLD DOMINION 
ELECTRIC COOPERATIVE AND VIRGINIA REA ASSOCIATION, 
LOVINGSTON, VA. 


SOUTHEASTERN POWER ADMINISTRATION SERVICE TO VIRGINIA RURAL 
ELECTRIC COOPERATIVES 


Mr. Wurrenrap. Mr. Chairman and gentlemen of the committee, 
my name is Robert Whitehead. I am general counsel for the Virginia 
REA Association, the State-wide organization of the REA-financed 
electric cooperatives in Virginia which, together, have around 75,000 
members. 

I am also counsel for Old Dominion Electric Cooperative, a generat- 
ing and transmission cooperative composed of 11 of the Virginia 
cooperatives. 

In addition, I am counsel for Central Virginia Electric Cooperative. 

I am a member of the law firm of Whitehead & Marshall, Loving- 
ston, Va., where I have practiced for 30 years, and for 8 years I was 
Commonwealth's attorney for Nelson County, Va. 

At the request of the Power Committee of the V irginia cooperatives, 
Iam making this statement on its behalf. 

Weare here today but for one purpose. That is to do all that we can 
to obtain for electric cooperatives, and through them for their thous- 
ands of rural members, the full benefit of the electricity which will 
be generated by the Government at Buggs Island and other river de- 
velopments within transmission distance. 

What helps us will help our North Carolina neighbors as well. And 
I want to say here that what will do us good will do them good, and 
what will do us harm will do them harm. We are all in the same 
boat and we arrive at things together. 
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PREFERENCE CUSTOMERS 


We are here urging that the Congress do what is necessary to make 
possible full compliance with its own mandates as plainly set forth in 
section 5 of the Flood Control Act of 1944. That section expressly 
directs the Secretary of the Interior to do two things. First, to trans- 
mit and dispose of such power and energy in such manner as to en- 
courage the most widespread use thereof at the lowest possible rates to 
consumers consistent with sound business principles; and, second, in 
the sale of such power and energy to give preference to public bodies 
and cooperatives. 

By law, our cooperatives are entitled to a preference in the sale of 
that electricity. By law, it is the duty of the Secretary of the Interior 
to see to it that our preference rights are respected and made effective. 
Weare looking to him for performance, and we are asking the Congress 
to make performance by him possible. 


TRANSMISSION LINES 


I want to make it plain that we are not interested in Government 
transmission lines except to the extent that the building thereof or 
appropriations therefor will make it possible for the cooperatives to 
get the benefit of Buggs Island power delivered to them at the lowest 
possible rates consistent with sound business principles. 

Right here, I want to emphasize that Buggs Island was developed 
largely at the insistence of the rural people of Virginia and North 
Carolina, and the cooperatives stoutly supported it at every turn. 

On the other hand, Virginia Electric & Power Co., which I shall 
refer to as Vepco, strenuously opposed the project and spent thousands 
of dollars in its effort to block it. It employed a leading engineering 
firm of Virginia to direct its campaign of opposition. 

So far, VEPCO has been successful in its efforts to block the coopera- 
tives from building their own transmission lines to Buggs Island, 
even after the REA had approved a loan for that purpose. 

I might add here that was done through the State Corporation 
Commission of Virginia, which had to issue certificates under the 
Public Utilities Securities Act. 

Senator Exitenper. Did this request entail the building of a line 
solely for the erection of a steam plant in connection with it? 

Mr. Wuireneap. The building of the transmission lines and a 
35,000-kilowatt steam plant in the center to firm up our energy. 

Senator ELLENpDER. Suppose that you were to relegate the demands 
solely to the building of lines. Do you think you would get the same 
reception from the Virginia Power Commission ? 

Mr. Wuarreneap. Yes, sir; we think we would. 

Senator Extenper. Why? Did you try? 

Mr. Wuirenerap. They object to any duplication of facilities. 

Senator ELLenper. Did you try? 

Mr. Wintenrap. No, sir; we have not, because, first of all, a system 
that we have proposed would be thoroughly untrustworthy and not 
feasible if it did not have some steam for the base-load plant. Buggs 
Island is designed primarily as a peaking plant. ; 

Senator ELtenper. Who is going to operate this transmission line? 
It would not be done by the Southeastern Power Administration, 
would it ¢ 
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Mr. Wurreneap. Absolutely not. We want to disabuse this com- 
mittee’s mind regarding that point. We are not in any such kind of 






























agreement about which there has been some controversy in the 
ae Southwest. 2 vai ; 
é Senator Evtenper. Is it because you do not agree with it, or what? 
og Mr. Wurreneap. We have not been into it. We have not investi- 
a gated the possibilities of it. 
a We have simply pursued what the REA Act, in our opinion, plainly 
< gave us a right to do. 
- Senator Extenper. Where does the Old Dominion Electric Coopera- 
tive obtain its power? 
- Mr. Wuireneap. The Old Dominion Electric Gooperative is a 
“te generator and transmission cooperative. It is referred to by the pow- 
; er company as a super co-op. 
7 Senator ELLenper. How much of the power you sell your custom- 
ers is produced by Old Dominion ¢ 
Mr. Wutreneap. Old Dominion has not gone into operation be- 
cause we have been unable to issue our securities because the State 
nt Corporation Commission of Virginia would not permit us to do so 
or on the objection of the Virginia Electric Power Co. 
tO 
af SOURCE OF POWER 
d Senator ELLENpER. So that you are now purchasing the power nec- 
h essary to sell to your customers ? 
Mr. Wurreneap. We are purchasing practically all of our power 
T with a few exceptions, at the present time, from Virginia Electric 
: Power Co. 
: Senator ELLeENpDer. What is your rate? 
5 Mr. Wutrenrap. The rate is 10 mills. 
‘ Senator Evtenper. Ten mills? 
) Mr. Wuireneap. Yes. It is a long story and all kinds of things 
? have been done in the last 2 years. I wish I just had the time to 
tell this committee what the limitation of time makes absolutely 
impossible. 
| It looks like there is a fly in the ointment, as I shall point out a 
little further along. 
: So far, VEPCO has been successful in blocking the building of any 
Government lines from Buggs Island that would have been of 


assistance to the cooperatives in getting that power; if the Langley 
Field line would have gone through it would have assisted three of 
the cooperatives and possibly four. The only other possible means of 
the cooperatives getting Buggs Island power is over the transmission 


system of VEPCO. 








VEPCO-SEPA WHEELING CONTRACT CONTROVERSY 





A rugged controversy has developed over the question of wheeling 
by VEPCO. Months ago Southeastern Power Administration began 
negotiations with VEPCO with respect to Buggs Island power. It 
developed that the two main obstacles to the reaching of an agree- 
ment were: 

(1) SEPA’s insistence that it deliver power to VEPCO at three load 
centers at points some distance from Buggs Island, and VEPCO’s 
stout opposition to the Government building any transmission lines; 
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And (2) the amount of the charge to be paid to VEPCO by SEP \ 
for the wheeling. 

Senator E.renper. Let me ask you this question: Why would 
be necessary to build a line to Buggs Island if you obtained pe: 
mission to build a steam plant to serve Old Dominion? 

Mr. Wuirenran. It would then tie in the steam and hydro together 

Senator Exienper. I know, but in other words, you need Bugys 
Island in order to be able to amortize your debt to the REA Ad. 
ministration ? 

Mr. Wuireneap. In other words, a project with which we can 
combine our own steam plant operated by us with hydro power from 
Buggs Island pursuant to our preference rights granted to us by Con- 
gress, and the combination of the two each complimenting the othe: 
makes the project feasible. 

Senator Exrtenper. And without that you could not do it? 

Mr. Wurreneap. That is right. 

In other words, our steam plant would not be any good to us unless 
the Congress had made the other possible. 

Senator Erxenper. That is the same situation that existed in the 
Southwestern Power Administration and this pooling agreement was 
made whereby the steam plant was built. If the power was sold to 
the pooling REA’s and they could not handle it, they would have to 
sell it to SPA, therefore this surplus power could be sold, and with the 
receipts amortize the entire debt. 

Mr. Wuirrneap. If the Senator says that our arrangement was 
comparable to the arrangement that is now under criticism in various 
cases, and I believe that there is one court case pending, I will have 
to disagree with you altogether. 

Senator Ettenper. That is your privilege. 

Mr. Wurreneap. Yes, sir; and I exercise it. Our agreement is a 
memorandum of understanding, and it has been filed here this morn- 
ing. It is perfectly plain in which it sets out the rights of both 
parties. It does not involve SEPA running our facilities in any way, 
shape, manner, or form. 

Senator Extenper. But what do you do, though, is you would sell 
some of your power to the Federal Government and i in turn buy from 
them. 

Mr. Wnireneap. Yes; it is a complimentary agreement. 

Senator Eitenper. That is right. 

Mr. Wurrenead. Dealing now with the agreements, sir, concern- 
ing the two main obstacles to reaching the agreement. With respect 
to the second one I mentioned, VEP CO was insisting on a wheeling 
fee based on zones ranging from 1 mill up to 50 miles to 4 mills from 
150 to 200 miles, _ we are advised that on an over-all basis it would 
come out to about 2.35 mills per kilowatt-hour. 

I say here, Senator, that this is, as I understand it, a modification 
of the offer which VEPCO made which Mr. Eardley testified to this 
morning. 

In other words, VEPCO makes these proposals and then it — back 
a little bit from time to time just as we can recruit and make available 
enough power to make it listen to reason. I think that is a very 
blunt, but very fair statement of the situation. It gives just so much 
as it has to give and not one cent further. It has an absolute monop- 
oly, and it is only so far as we can make available the processes of the 
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power of the Federal Government that we are able to make any sub- 
stantial profits. 

Senator Ex:ienper. Well, I do not know whether you were here 
yesterday, or not, but insofar as I personally am concerned, speak- 
ing for myself only, I am not going to vote for any proposal to give 
a monopoly, to VEPCO, or to any body else, on this power 

I think that power ought to be transmitted to some central point 
from which munic ipalities and co-ops and VEPCO itself can purchase 
it. In other words, I do not think you would get many votes on the 
question of leaving it solely in the hands of a private enterprise for 
distribution from the bus bar out. 

Mr. Wuireneap. I do not think so either. 

Senator ELtenper. All right. 

Mr. Wutreneap. When this matter, that is, the two obstacles that 
seemed to be insurmountable in the negotiations between SEPA and 
VEPCO, was brought to the attention of the cooperatives by SEPA 
they urged SEPA to give in on the first point and not to insist on 
building any transmission lines from Buggs Island, provided VEPCO 
would recede from its position on the second point and would wheel 
power for the Government to the cooperatives at a flat 1 mill per 
kilowatt-hour wheeling fee. We thought that here was a difference of 
opinion, and if we could prevail on the Government to give in on one 
major point, if the power company would give in on the power, there 
would be an over-all agreement reached and the power controversy in 
Virginia could be settled. 

And we made a very honest effort to that end. 

On the same day, March 6, 1951, I called Mr. T. Justin Moore, vice 
president and counsel for VEPCO, over the phone—and I see him 
present this morning—and advised him of our position and expressed 
the hope that by each side giving in on one of the main points of 
difference, the matter would be settled and a satisf: ictory over-all 
agreement reached. 

This I confirmed by my letter to Mr. Moore of March 7, 1951, and 
in it I referred to two VEPCO exhibits in the Old Dominion case in 
which 1 mill wheeling was assumed. 

That is a case before the State corporation commission which took 
about 20 days to try and 3,000 pages of record. It was one of the 
tightest pieces of litigation, I suppose, that was ever before that 
commission. 

Now, VEPCO refused to do business on that basis. Much later it 
agreed to reduce its ne fee by one-half of a mill for each zone— 
instead of 4 it would be 314, ‘Instead of 2, 11/ 6, and instead of 1 it would 
be one-half—with an over-all average, we are advised, of about 1.85 
mills, but which may average 2 mills. 

I am sorry that our engineer is ae available to us today. He could 
give you more detailed information, but that is our understanding. 


GARY AMENDMENT 


On April 24, the House of Representatives acted on the Interior ap- 
propriation bill and adopted the Gary amendment, striking out all 
the money to SEPA for line construction. 

On April 25 the Virginia cooperatives addressed a letter to all 
members of the Virginia delegation in the Congress, stating their 
position, and asking them to take the necessary action to the end that 
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VEPCO would provide wheeling at 1 mill. The VEPCO offer to 
wheel set forth in-its wire of April 24 to SEPA is so hedged in by 
restrictions that we attach no real significance to it. 

I think that is already in the record somewhere, but if not, I will 
file it. 

Senator ELLENpDER. We discussed it at length yesterday. 

Senator Haypen. Yes. 

Senator ELLtenper. The evidence produced this morning, as I recail 
it, involved the cost of distributing ares on a kilowatt-hour basis, 
on a postage-stamp basis, would be 1 
Mr. Wutrengap. By whom, may it vei the Senator ? 

Senator ELtenper. By SEPA 

Mr. Wurrenrap. By SEPA at 1.192 

Senator Extenper. That is right. 

Mr. Wuireneap. I have the telegram of April 27 before me. It is 


a pretty lengthy affair, but I will briefly point out iy we think it has 
no significance. 


Senator ELtLenper. You can place it in the record. 
Mr. Wurreneap. Yes, sir. 
(The information referred to is as follows:) 


APRIL 27, 1951. 
3EN W. Cretm: We wired today Hon. J. Vaughan Gary, House Office Build- 
ing, as follows: 

“You stated on the floor of the House on April 24, page 4397 of the Congres 

sional Record and repeated at page 4403, that VEPCO had offered to accept the 
wheeling charges contained in any major contract covering wheeling and firming 
of power that had so far been approved by the Interior Department. I under- 
stand that Pacific Gas & Electric contract is being urged by electric cooperatives 
and REA as meeting this condition. We have studied the Pacific Gas & Mec- 
trie contract and find it wholly inapplicable to the SEPA-VEPCO situation be- 
cause it provides for no firming of Government power with steam-generated 
power without which the Buggs Island high-peaking capacity would be of little 
value and because the Government loads in the California case are highly con- 
centrated, 90 percent of the existing loads being within 50 miles of the Govern- 
ment’s delivery point at Tracy, Calif., as compared to the widely scattered Gov- 
ernment loads, most of them far removed from Buggs Island to be served in the 
VEPCO service area. This specific contract is a contract to wheel only. We 
reaffirm that we will wheel to SEPA’s customers for the wheeling charges con- 
tained in any major contract covering wheeling and firming of power. Specific- 
ally, we would accept the wheeling charges in the Montana transmission service 
contract (Fort Peck), the Colorado contract, the Oklahoma contract or the 
Texas Power & Light contract. VEPCO is willing to wheel power at average 
transmission cost. SEPA has rejected VEPCO’s suggestion that this cause be 
determined by the Federal Power Commission. VEPCO reaffirms that offer and 
makes this further suggestion as a possible means of resolving the matter: 
am it this cause be determined by a panel of three experts, one to be appointed 
by SEPA, one to be appointed by VEPCO and the third to be the Chief of the 
Power Bureau of the Federal Power Commission. We are sending a copy of 
this telegram to Mr. Creim as a definite proposal to SEPA.” 


J. G. Hoitzciaw, President. 


WHEELING CONTRACT 


Mr. Wutreneap. May I just, without referring to it, make this brief 
observation : 


First, it said that they would wheel on the basis of any major 
contract for both wheeling and firming c f energy. 


That existed in there by putting in the conjunctive and putting 
firming into it. That, of course, had the effect of eliminating for 
consideration or inclusion in the agreement these various contr acts for 
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wheeling, and there are various numbers of them, one at least, which 
we have with Northwest Public Service Co., which is for a flat 1-mill 
wheeling. 

There is another one with Pacific Gas & Electric Co. which has 
i-mill wheeling certainly for a more substantial part of the under- 
taking. 

These wheeling things are very complicated, and to a country lawyer 
they are mighty hard to take in, but I can always tell the difference 
between one and two. 

And where I see that one I know what I am talking about; and 
when I see the two, I know what I am talking about. And there 
is one in the Pacific Gas & Electric Co. and there is one in the North- 
western contract. 

So by putting in the conjunctive and attaching two conditions to it, 
the effect was to exclude these other arrangements. Then they re- 
ferred to the various ones about the Colorado contract and one thing 
and another. We have not been over that contract. 

We have got our sights set on 1-mill wheeling. And we believe that 
VEPCO w ill not only not lose money, but they will gain money by it, 
for the very obvious reason, may it please the Senators, that VEPCO 
has a power shortage in the southern part of its system down around 
Buggs Island, whereas its generating system is to the north. 

And at the present time, it has to haul its power from the north to 
the south. But when it gets this Buggs Island power it is going to fill 
up that vacuum down there, so to speak. It will not be a question of 
hauling power; it will be just a question of utilizing power where it 
is and not having to haul it from where it is to a point where it is not. 


It fits beautifully into their system. It is a godsend to them, as we 
see it. We feel that it could wheel this power without charge and gain 
by it. I am not prepared to state it as a fact, because I am not an 
engineer, but from my survey of this situation, I am thoroughly con- 
vinced of it. 


ONE-MILL WHEELING FEE AND CONDITIONS OFFERED 


On May 8 the Power Commission wrote a letter to the two Virginia 
Senators—and I am sorry Senator Robertson is not here today—we 
asked him to be here—insisting on 1-mill wheeling by VE PCO to 
the cooperatives for the account of SEPA, and again referring to 
the 1-mill wheeling fee used by VEPCO in its exhibits in the Old 
Dominion case before the State Corporation Commission of Virginia. 

I will come to that in just a minute. 

In that hearing VEPCO filed two exhibits showing what Old 
Dominion power ‘would cost, and what the cooperatives could get 
power from VEPCO for if VEPCO wheeled power from Buggs 
laleaid to the cooperatives for their account, and it used a 1-mill 
wheeling fee in those two exhibits. 

Now, it is true that that exhibit was couched on 6.06-mill assump- 
tions. I am not prepared to give you an accurate diagnosis of all of 
them, but I can tell you that the over-all effect of them, as applied to 
the individual cooperative as distinguished from Old Dominion, 
instead of being 1-mill wheeling we now find out it is around 2-mill 
wheeling. 

83686—51—pt. 1-—61 
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In other words, the same thing is not the same thing because it is 
qualified by other things. That is the way we get it now. 

On May 17, the Pow er Committee received a letter from VEPCO 
dated May 16, in which VEPCO agreed to 1-mill wheeling for the 
cooperatives, but imposed five conditions. 

I have a copy of that letter, and I ask that it be read into the trans- 
cript. 

Senator Haypen. That will be made a part of the record at this 
point. f 

(The letter referred to is as follows:) 


VirGinta Evecrric & Power Co., 
May 16, 1951. 

Mr. J. E. SMITH, 

C res Virginia REA Association, Chase City, Va. 
Mr. C. Hooper, Jr., 

Motees r, Southside Electric Cooperative, Crewe, Va. 
Mr. W. H. Brown, 

Manager, Virginia Electric Cooperative, Bowling Green, Va 
Mr. L. E. Lone, 

Manager, Shenandoah Valley Electric Cooperative, Dayton, Va. 


JENTLEMEN : Senator Robertson has referred to us for our comment your letter 
to him and Senator Byrd dated May 8, 1951, with which you enclosed copy of 
exhibit 170 in the Old Dominion Electric Cooperative case, consisting of two 
pages, the first being entitled, “Comparison of Cost, VEPCO Proposal—November 
1949 and Old Dominion Based on Old Dominion Estimates for 1953 and 1958 
the second page being entitled, “Comparison of Cost, VEPCO Proposal—November 
1949 and Old Dominion Based on Old Dominion Estimates for 1953 and 1958.” 

As you know, this exhibit was based upon six assumptions as set out on page 2 
thereof, as follows: 

‘1. Co-ops purchase from Buggs Island under their priority all prime capacity 
required and all firm and secondary energy to which they are entitled. 

“2. The firm energy available would be 2,015 hours’ use of their billing demand 
or the top 28 percent their load. 

“3. The secondary energy available would be 105 percent of their firm energy. 
Under normal river flows Buggs Island has 200,000,000 kilowatt-hours of prime 
energy and 210,000,000 kilowatt-hours of secondary. 

“4. VEPCO would furnish all kilowatt-hours required by co-ops not available 
from Buggs Island and their existing plants at 744 mills per kilowatt-hour. 

“5. VEPCO would transmit energy purchased by the co-ops from Buggs Island 
and deliver at delivery points for 1 mill per kilowatt-hour. 

“6. Co-ops would use energy available from their existing plants in the amounts 
shown in exhibit 25.” 

While VEPCO has at no time made an offer to wheel Buggs Island power to 
the cooperatives at 1 mill per kilowatt-hour, and in the above exhibit merely 
assumed, as Mr. Barnes expressed it “Merely for the purpose of making an 
analysis” (p. 1684), a 1-mill wheeling charge for that portion of the power as- 
sumed to be purchased from Buggs Island (that is, their on-peak power require- 
ments), we are willing to wheel over our transmission system to the Virginia 
cooperatives, members of the Old Dominion Electric Cooperative, at a 1-mill- 
per-kilowatt-hour wheeling charge, that portion of their power which would be 
purchased from Buggs Island under this assumption, provided all other power 
required by the cooperatives is purchased from our company as our customers 
under all of the conditions assumed in said exhibits 170 and 170—A. 

This means that any of your 11 cooperatives which chooses to purchase such 
prime power and secondary power as may be allocated to it from Buggs Island, 
without firming by our company or from any other source, as the above exhibit 
assumes, would be wheeled to the cooperative at the 1-mill-per-kilowatt-hour rate 
and all remaining power required by the cooperative would be purchased from 
onr company at the 744-mill rate and in accordance with the terms of our Form 
40s-Va. agreement submitted to the cooperatives in November or December 1949. 

As shown in the Old Dominion record, Mr. Barnes’ evidence on this matter was 
based on the assumption that the cooperatives would purchase from our com- 
pany their power requirements not taken from Buggs Island under the Form 
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408-Va. agreement (exhibit 118 in the Old Dominion case), so that, if the coopera- 
tives desire to settle this matter on the above basis, we would merely have to make 
the necessary changes in the Form 408-Va. agreement submitted to you in Novem- 
per or December 1949, substituting the 1-mill wheeling charge for the wheeling 
arrangement there included and make the other changes necessary to conform 
this form to Mr. Barnes’ other assumptions. 

You will appreciate the fact, we feel sure, that, if the cooperatives wish to 
take advantage of the assumptions included in exhibit 170 and convert these 
into a proposal, then, in fairness, they must purchase power from our company 
in accordance with all the assumptions on which the exhibit was based, as the 
assumptions contained in this exhibit were all one package. 

If you wish to pursue this matter in accordance with the above, we will be glad 
to meet with your representatives at any time and endeavor to work out the 
details of an agreement. 

Very truly yours, 
J. G. Horrzciaw, President. 

Mr. Wuirenrap. That 1-mill wheeling offer is rendered valueless 
to us by the impossible conditions of acceptance imposed by VEPCO, 
as is pointed out in the committee’s reply of yesterday, copy of which 
is filed herewith, and I ask that it be made a part of the transcript of 
the record. 

I have just given Mr. Moore a copy of that and if he would be kind 
enough to let me have that back, I will submit it for the record. 

Senator Haypen. That may be included in the record at this point. 

(The letter referred to is as follows :) 


WASHINGTON, D. C., May 22, 1951. 
Mr. J. G. HoLtzciaw, 
President, Virginia Electric & Power Co., Richmond, Va. 

Dear Mr. HO_tzcLaw: We are in receipt of your letter of tle 16th relative to 
the 1-mill wheeling to the electric cooperatives of Virginia. 

As we construe your letter, it has to do only with the offer made by your com- 
pany to the electric cooperatives in the fall of 1949, generally referred to as the 
November 1949 offer, which was the follow-up of your letter of September 30, 
1949, to Mr. Claude R. Wickard, Administrator of Rural Electrification Admin- 
istration, and is designed as Contract Form 408-VA. That contract constitutes 
a part of exhibit 118 filed in the Old Dominion Electric Cooperative case before 
the Virginia State Corporation Commission, 

Further, as we interpret your letter, it proposes a modification of schedule B 
of that contract form, and, if adopted, will have the effect of eliminating entirely 
the second sentence beginning on page 3 of the contract form which reads: “The 
wheeling charge may be fixed eitlver by mutual agreement of the parties hereto 
or by the Federal Power Commission,” and amending the first sentence beginning 
on page 8 to read as follows: “The unit cost to the cooperative shall be the rate 
fixed by the Secretary of the Interior and approved by the Federal Power Com- 
mission, plus a ‘wheeling charge’ of 1 mill per kilowatt-hour to compensate thie 
company for use of its transmission system and for transmission losses.” The 
new matter is the part italicized. 

It is also our understanding that the 1-mill-per-kilowatt-hour wheeling charge 
will constitute the compensation to your company for both the use of its system 
and for the transmission losses sustained by it in wheeling the Government 
power from the bus bar at the dam site to the load centers of the cooperatives. 

If we are in error in the foregoing assumptions, we shall thank you to advise 
all five members of the power committee. 

You emphasize the six assumptions spelled out in exhibits 170 and 170A and in 
Mr. Barnes’ testimony and insist that if validity is to be accorded to one of them 
(the 1-mill-wheeling provision), it must be accorded to all six. 

We feel certain that on reflection, and after reading the testimony in the Old 
Dominion case, given by Mr. W. B. Wood, executive vice president of your com- 
pany, and Mr. Donald C. Barnes, the chairman of its board of directors, you 
will recede from that untenable position. 

We refer you particularly to the testimony of Mr. Wood, which is found in 
volume 20 of the transcript, pages 2858-2870; and in the same volume at 2921- 
2922. We also refer you to pages 171-175 of the main brief of Old Dominion in 
that case, 
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You will note that Mr. Wood’s testimony makes it entirely clear that under 
contract Form 408—-VA (which is the VEPCO proposal of November 1949, and 
which in the subject matter of the comparison with the Old Dominion costs por- 
trayed in exhibits 170 and 170A). VEPCO is obligated to supply the coopera- 
tives at the 744-mill rate with all “on-peak power” or “prime capacity” or 
“electricity” that they need over and above that allocated to them by the Govern- 
ment from its projects. 

That it was Mr. Barnes’ intention in exhibits 170 and 170A and in the as- 
sumptions therein stated to show in dollars and cents what the cost of power 
would be to the cooperatives under the VEPCO November 1949, wheeling offer 
(Contract Form 408-VA), is clearly stated by Mr. Wood at page 2866, where 
this appears: 

“Q. Do you think that the assumption that he made is in keeping with the 
form of contract? 

“A. Why, of course it is in keeping with it. 

“Q. Is it in keeping with contract 408-VA, Schedule B? 

“A. It certainly is not inconsistent with it.” 

This is made doubly clear at page 2922, where Mr. Wood, when being ques 
tioned by VEPCO’s counsel on redirect examination, testified : 

“Q. But the offer as that was made here was deliberately made with a view 
to not restricting them in the amount of power they would have to buy from 
Buggs Island in order to get the advantage of this offer? 

“A. That is right.” 

You will also observe that assumption No. 1, if taken literally, is in direct 
conflict with assumption No. 4. 

Moreover, under assumptions 4 and 6, if literally construed, the cooperatives 
with generating facilities would be “expected to use the full output of their 
existing plants before receiving any off-peak power from VEPCO at 7% mills 
per kilowatt-hour” (see the testimony of Mr. Barnes at p. 2971). However, as 
he stated on the same page that was an assumption and not a condition, and 
that “if the cooperatives elected, in lieu of operating their own plants, to shave 
their peak by buying power from VEPCO at 71% mills, they would be free to do 
so under this proposal of September 30.” 

With respect to assumption 2, attention is called to the fact that 2,015 hours 
of use of billing demand or the top 23 percent of the cooperative load is taken 
as an assumption. There is no agreement with SEPA covering the supply of 
energy on any such basis. The memorandum of understanding between SEPA 
and Old Dominion Electric Cooperative was based upon use of Buggs Island 
as a peaking plant, with the Old Dominion steam plant operated as a base-loaded 
unit. Apparently, your steam plants will be operated as base-loaded plants, 
replacing the proposed Old Dominion steam plant at Warminster, Until an 
agreement has been worked out with SEPA, covering the method of operation 
and the complex arrangements required for such coordination, this proposal is 
meaningless. 

The assumptions enumerated in your letter would require that the cooperatives 
purchased 77 percent of their energy requirements from your company at 714 
mills, while this same energy might be purchased from Buggs Island at a lower 
rate. This arrangement would require that the cooperatives purchase capacity 
from Buggs Island and energy from your company which would give your com 
pany the advantage of base-loaded steam, and place on the cooperatives the 
burden of providing the peak capacity from a source which otherwise would be 
able to deliver low-cost energy as well. 

In the Old Dominion proposal the purchase of capacity under the memo- 
randum of understanding was desirable because it enabled the cooperatives to 
realize the benefit in lowered steam plant operating cost. To assume the same 
situation with your steam plants would place the cooperatives in a position of 
providing the expensive peaking capacity required by passing on to your com- 
pany this benefit of low steam-plant operating cost. 

In his letter of May 10 Senator Robertson stated that you claimed “that on 
a 200-mile transmission line the resistance set up by the transmission line con- 
sumes approximately 40 percent of the initial current and that no agency, public 
or private, can supplement current to the extent of 40 percent for a flat fee of 
1 mill.” Are we correct in assuming that you have now receded from that 
position? 

What the cooperatives want is 1-mill wheeling. What they request is that 
VEPCO enter into an agreement with Southeastern Power Administration to 
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wheel for 1 mill per kilowatt-hour the Buggs Island power to the cooperatives 
which, under the law, are preferred customers. 

We shall be pleased to meet with the representatives of your company at their 
earliest convenience ; and we would suggest Monday, May 28, at 2 p. m., at your 
office. Kindly advise Mr. Smith, our chairman, 

Yours very truly, 
J. E. SMITH, 
Chairman, Power Committee, Chase City, Va. 
L. E. Lone, 
Dayton, Va. 
W. H. Brown, 
Bowling Green, Va. 
C. S. Hooper, Jr. 
Crewe, Va. 
J. R. ALLIN, 
Warsaw, Va. 


EFFECT OF VEPCO WHEELING OFFER 


Mr. Wurreneap. I hope the committee will pardon us, but we 
worked last night until 1 o’clock trying to get all of this up in view 
of all of these recent developments, and it was done the best we 
could do it. 

Here is one of the catches in it. That offer would require the co- 
operatives to pay 1 mill more for Buggs Island power than VEPCO 
would pay. It would saddle the whole 1 mill whee ‘ling charge on 
the cooperatives, instead of having it paid by SEPA and charged 
as a part of the over-all expense of the production and transmission 
of power. 

Coupled with the restrictive provisions and conditions, it has been 
estimated that this so-called 1 mil wheeling offer would, in fact, 


cost the mrgares) es more than 2 mills. 


Senator ELtenper. As you understand the contract, how much 
would they be able to deliver the power to Old Dominion for? 

Mr. Wuireneap. Senator, I would have to make a statement be- 
fore I answer your question: 

Old Dominion is the super cooperative. Their proposal now to 
knock Old Dominion in the head is now on appeal before the Supreme 
Court of Appeals in Virginia. They are making these offers to the 
individual cooperatives that make up Old Dominion. 

Now, if you would ask your question again in light of that—— 

Senator Extenper. All right. Those cooperatives, put it thad 
way. 

Mr. Wuirenrap. They offer to wheel for the cooperative and not 
for the Government, under the latest proposal made to us here the 
other day, the 16th day of May, not to wheel for the Government, 
not to wheel the Government’s power to us, but to take power that 
is designed for us at the bus bar and transport it not for the account of 
the Government that has made it, and is supposed to get it to the 
customer, but for the cooperative themselves. And for that they 
would charge a fee, which, according to the letter based on the as- 
sumptions, would be 1 mill, and according to our understanding of it, 
would be better than 2 mills. 

Senator ELLenper. I want to repeat my question as you under- 
stand the agreement, not as you interpret the : agreement, but as you 
understand it, how much would the power cost to each cooperative per 
kilowatt-hour ? 
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Mr. Wuireneap. As we understand it? 

Senator ELLenper. As you understood it. 

Mr. Wutrenrap. Do you mean referring to this latest agreement, 
the one of May 16? | 

Senator Exitenper. Either one. It does not matter. 

Mr. Wuireneap. There are two wheeling agreements, and that is 
the reason I do not want to get you confused. — 

Senator Exrzenper. Let us take the best wheeling agreement. 

Mr. Wutreneap. For whom? The best agreement for whom! The 
best wheeling agreement for whom ! 

Senator Eitenper. | don’t know, sir. 

Mr. Wutrenerap. They are both so bad; they are both around 2 mills. 

Senator ELLENpER. One must be better than the other. 

Mr. Wurrennap. That is doubtful. 

Here is what Mr. Moore says about it—— 


WHEELING COST TO COOPERATIVE 


Senator ELtenper. Under either, then, will you give us what the 
cost to the cooperative would be? 

Mr. Warrenead. We understand it would cost the cooperatives about 
2 mills to get power wheeled to them. 

Senator ELLenper. Is that the entire cost ? 

Mr. Wuirrneap. Of wheeling; yes, sir. 

Senator Ettenper. What would the entire cost be? 

Mr. Wutrenerap. That would run it up to about—I think we had 
the figures yesterday. Were not some figures given to you this morn- 
ing by Mr. Eardley ! 

Here it is. I have it written down. They figured that they could 
get power to us at 7.25 mills, to the co-ops. 

Senator ELienper. You mean the Government ! 

Mr. Wurreneav. The SEPA. 

Senator ELLenver. That is right. 

Mr. Wutreneap. And that there was in it 1.19 mills for wheeling, 
which meant the power at Buggs Island would be about 6.06 mills. 

Senator ELitenper. That is right. 

Mr. Wurreveap. And if we had to pay about 2 mills, it means it 
would cost us about 8.02 mills. 

Senator ELtenper. But you deduct 1.19, would you not? 

Mr. Wutreneap. Why could I deduct it? I have taken it off once. 
Surely you cannot take it off twice. 

Senator ELLenprer. Do you mean it would be 2 plus 6.06? 

Mr. Wutreneap. Two plus 6.06. 

Senator ELuenper. Excuse me. 

Mr. Wuireneap. In other words, it is always enough, may it please 
the Senators, to be more than this recent 714-mill offer that they made. 
That is the point. It is always a little more than that. 

I want to impress this upon the Senators, if I may: 

This offer to wheel for us means that the cooperatives have to pay 
for the transportation of energy to them. It would mean that using 
6.06 as a basis the power company would get power at 6.06. We would 
get power, the same Government power, at 8.06. 

Now, our theory of it is this—and we think the law is plain: That 
it is the duty of the Secretary of Interior under the Flood Control 
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Act to market this power, and that a part of that marketing is deliv- 
ering power to the customer, and that the cost of delivering the power 
to the customer is to be added in as a part of the over-all expense. 

Senator ELLENDER. You mean by the customer? 

Mr. WurreneaD. If he is within transmission distance, and he has 
preference under the law, and you are now agreed that we are in trans- 
mission distance. 

Before the Federal Power Commission they scoffed at us, and said 
we were not within transmission distance except for a few of them, 
but now it appears that we are all within easy transmission distance 
provided we can work out a wheeling arrangement with VEPCO. 

Senator ELtenper. How far is the nearest cooperative to Buggs 
Island ? 

Mr. Wurreneap. It is right around it. 

Senator ExLenper. And the farthest is how far? 

Mr. Wuireneap. The farthest one is up here in the Shenandoah 
Valley of Virginia, and there is one substation which is, I believe, a 
little more than 150 miles. There may be one that borders 200 miles; 
I don’t have the figures right before me. 

Senator Haypen. Are you about finished ? 

Mr. Wuireneap. I am almost through. 

When VEPCO’s letter was received on May 17, 1 promptly called 
Mr. Holtzclaw, president of the power company, on the phone, and 
asked for additional information. 

I called him again on the 18th for more information. 

A meeting of the power committee was held yesterday and formu- 
lated its reply, above referred to. 

It all boils down to this: All we ask is that VEPCO agree to wheel 
the Government’s power for the Government from its hydro develop- 
ments to the cooperatives at 1 mill, and give us the benefit of the 714- 
mill rate until Buggs Island power is available. 

Senator Extenper. If that is done you would be getting it cheaper 
than the Government can deliver it to you, would you not ¢ 

Mr. Wuirenrap, That would be a little cheaper. 

Senator ELLenper. Yes. 


DRAFT OF CONTRACT EMBODYING PROVISIONS REQUESTED 


Mr. Wuireneap. Yes, sir; a little bit cheaper and private business 
says that it is able to do business better than the Government, so we 
ought to be willing to cash in on both. 

Last night we completed a draft of a contract which embodies the 
provisions I have outlined. I have a copy here which I ask to be made 
a part of the transcript of the record. 

Senator Haypren. That will be done. 

(The information referred to is as follows:) 

Contract No 


VIRGINIA, NONPROFIT ELECTRIC COOPERATIVE—AGREEMENT FOR THE PURCHASE OF 
ELECTRICITY FROM VIRGINIA ELECTRIC AND POWER COMPANY 


TuHIs AGREEMENT, made this __-.-- day of eaate eed | A 
and between the VrrGInrIA ELECTRIC AND PoWEeR COMPANY, a corporation duly 
organized and doing business under the laws of the Commonwealth of Virginia, 
hereinafter sometimes called the “Company,” party of the first part, and the 
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a nonprofit electric cooperative financed by Rural Electrification Administration 
and duly chartered under the laws of the Commonwealth of Virginia, hereinafter 
sometimes called the “Cooperative,” party of the second part: 

WITNESSETH : That in consideration of the premises and of the mutual cove- 
nants and agreements herein contained, the parties hereto contract and agree 
with each other as follows, namely: 


ARTICLE 1—APPLICABILITY 


This agreement is applicable to a Nonprofit Electric Cooperative, which pur- 
chases its requirements other than such as it supplies by generation or purchases 
from a Government agency and is applicable only for its purchase of electricity 
for resale primarily to rural home and farm consumers which are members of 
the Cooperative. 


ARTICLE 2——-SCHEDULE 


Company shall deliver and Cooperative shall receive and pay for all electricity 
delivered under this agreement in accordance with the following schedule: 


Schedule 1 


Each De.tvery Pornt to be billed separately as follows: 

I. Rate: 0.75¢ per kilowatt-hour. 

II. Monthly Minimum Charge: The monthly minimum charge, exclusive of 
fuel charge, shall be not less than $2.00 per KVA of the highest KVA demand 
established during the preceding eleven months, nor less than $200.00. 

IlI. Determination of Demand: The demand will be determined each month 
by using the highest average KVA load measured over any period of thirty con- 
secutive minutes. 

IV. In the event that electricity from Government Hydro Projects is allocated 
to and accepted by Cooperative and Cooperative requests that Company deliver 
such allocated electricity to delivery points of Cooperative, Company will re- 
ceive and deliver such allocated electricity to Cooperative. The cost of trans- 
mitting such electricity to Cooperative shall be a charge of one mill per kilowatt 
hour delivered to the Cooperative’s point(s) of delivery. The Company agrees 
to enter into an agreement or agreements with the agency or agencies which will 
furnish electricity to the Cooperative for payment to the Company by such 
agency or agencies of transmission charges not to exceed one (1) mill per KWH, 
as hereinabove provided. When such allocation of electricity is made and re- 
ceived by the Company and delivered to Cooperative, Company shall be relieved 
from the obligation to furnish from its own resources for the remaining term of 
the agreement the number of kilowatts equal to the maximum number of kilo- 
watts so delivered and the maximum demand and minimum monthly charges 
previously established shall be reduced accordingly. 


ARTICLE 3-——SERVICE AVAILABLE 


(a) The Company will deliver to the Cooperative, at the Dretivery Pornts 
designated by the Cooperative, 60-cycle alternating current electricity. The 
Company shall designate the voltage at which electricity shall be made available 
and the voltage at which electricity shall be metered. 

(b) Company shall furnish, install, maintain, own, and operate at its sole 
cost and expense all lines and equipment located on its side of each DELIVERY 
PornT including the equipment necessary to protect its own system together with 
the meters and metering equipment used to measure the electricity delivered to 
Cooperative whether located on Company’s or Cooperative’s side of the DELIVERY 
POoINr. 

(c) Cooperative shall furnish, install, maintain, own, and operate at its sole 
cost and expense all lines and equipment located on its side of each DELIvery 
PorntT, including among other things any necessary substation and transformers, 
except meters and metering equipment owned and used by Company to measure 
the electricity delivered to Cooperative. 

(d) Specifications covering each DELIVERY Potnt and the service to be supplied, 
together with other pertinent information in connection with the type, size, and 
ownership of service and substation equipment and apparatus are attached hereto 
and made a part hereof. Additional DELivery Potnts from time to time may 
be added to this agreement. Specifications relating to such additional DEeLIvery 
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Points shall be signed by the parties hereto and thereupon shall become a part 
of this agreement. 

(e) It is the intention of Company to furnish Cooperative with an adequate 
and dependable supply of electricity for its present and future requirements. 
Therefore, since the lines and equipment used by Company in supplying elec- 
tricity have a definite capacity, it is necessary that Company be amply advised 
as to Cooperative’s future plans and estimates of future loads in order to co- 
ordinate the operation of the two systems. 

(f) In order to assure Cooperative of a maximum degree of reliability and the 
proper coordination of Cooperative’s system with Company’s system, it is essential 
that (1) Company be advised in advance whenever Cooperative plans to extend 
its lines of the same voltage as the voltage of Company’s lines to which Coopera- 
tive is connected and that (2) the installation, adjustment and setting of all of 
Cooperative’s control and protective equipment located at or near the point of 
delivery be as specified by Company. 


ARTICLE 4—TERMS AND CONDITIONS 


(a) Neither the Cooperative nor the Company shall, without written permis- 
sion of the other, furnish or offer to furnish electricity to any customer of the 
other at a location at which service is being received. Neither party shall dupli- 
eate the facilities of the other except insofar as such duplication shall be neces- 
sary in order to transmit electricity between unconnected points on its lines. 

(b) No section of the Cooperative’s electric system supplied from any DELIvery 
Potnt hereunder shall be connected to any other section of the Cooperative’s 
system supplied from any DELIveRy Pornt or to any other source of power unless 
such connection has been agreed to by the Company. 

(c) The electricity to be supplied hereunder shall be measured by metering 
equipment to be owned and installed by the Company in a suitable place mutually 
agreed upon; the location of said metering equipment to be provided by the Co- 
operative in accordance with specifications furnished by the Company. In the 
event the metering apparatus fails to register properly the amount of electricity 
used by the Cooperative, such amount will be estimated, which estimate shall be 
based upon all known pertinent facts and the amount of electricity so estimated 
shall be used in calculating the bill or any refund made to the Cooperative. 

(ad) The Company shall have the right of access to the Cooperative’s premises 
at all reasonable times for the purpose of reading meters of the Company and 
of removing its property, and for any other proper purpose. 

(e) If, during the term of this agreement for furnishing electricity, by reason 
of accident, act of God, fire, or strike of the Cooperative’s employees, the Co- 
operative is unable to operate its system in whole or in part, during such time 
as may be reasonably necessary to correct any such conditions, the monthly 
minimum charge in Schedule 1 of Article 2 hereof shall be ratably reduced 
throughout such interval. 

(f) In case the supply of electricity shall fail or be interrupted, or become 
defective through act of God, or the public enemy, or state, municipal, or other 
public authority, or because of accident, strikes or labor troubles, or any other 
cause beyond the reasonable control of the Company, the Company shall not be 
liable for such failure, interruption or defect. 

(g) The electricity supplied under this agreement is supplied by the Com- 
pany and purchased by the Cooperative upon the express condition that the elec- 
tricity so supplied, after it passes the metering equipment of the Company, or 
other point of delivery, becomes the property of the Cooperative, to be used only 
as herein provided; and the Company shall not, in any event, be liable for loss 
or damage to any person or property whatsoever, resulting directly or indirectly 
from the use, misuse, or presence of the said electricity on the Cooperative’s 
premises, or elsewhere, after it passes the Company’s metering equipment, or 
other point of delivery; or for any loss or damage resulting from the presence, 
character, or conditions of the wires or appliances of the Cooperative; or for 
any loss or damage by reason of the construction, maintenance or use of the 
intermediate service line from the entrance upon the Cooperative’s property to 
the metering equipment, nor for the inspection or repairs thereof; except where 
such loss or damage shall have been caused by the negligence of the Company. 
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ARTICLE 5-——-PAYMENT FOR ELECTRICITY 


All payments to be made by the Cooperative to the Company under this agree- 
ment shall be made monthly within fifteen (15) days from the date of the invoice 
for the electricity supplied, and when bills are not so paid then the Company 
shall have the right to discontinue the service by giving fifteen (15) days notice 
in writing to the Cooperative of its intention to do so. 


ARTICLE 6-—-TERM OF AGREEMENT 


This agreement shall be binding upon the respective parties, their successors 
and assigns, and shall continue in full force and effect for a term of 
year from and after the ___-________ day of 5 dats DO 
unless terminated by sixty (60) days written notice prior to the date of expira- 
tion, this agreement shall continue in full force and effect for succeeding like 
terms. 

This agreement shall be binding upon the Company only when accepted by it 
and approved by its proper official, and shall not be modified by any promise, 
agreement, or representation of any agent, or employee of the Company until 
and unless such modification has been incorporated in writing in this agreement 
and accepted by both parties. 


ARTICLE 7—CANCELLATION CLAUSE 


This agreement cancels and supersedes as of the effective date hereof all 
previous agreements with the Cooperative for the electricity covered by this 
agreement. 

It is expressly understood and agreed, however, that any claim or claims which 
either party hereto may have or assert in any manner arising out of electricity 
heretofore supplied shall be adjusted by the parties hereto without respect to 
this agreement, and any and all rights which either party may have to make and 
enforce any such claim are hereby reserved for the benefit of such party, just as 
if this agreement had not been entered into. 

In WITNESS WHEREOF, the Cooperative has caused its name to be signed hereto 
and its seal to be hereunto affixed and attested by its duly authorized officers, 
pursuant to a resolution adopted by the 
of said Cooperative and approved on the 
19____, and the Company has caused this as to be executed in its name 
by its Vice President thereunto duly authorized, and its seal to be hereunto 
affixed, and attested by its Secretary thereunto duly authorized, all the day and 
year first above written. 


(Title) 
VIRGINIA ELECTRIC AND PowER COMPANY. 


(Vice president) 


(Secretary) 
Attached to and made part of 
Contract No. 


Location of Delivery Point County 
2. Description of Service: Service supplied by Company will be 
wire, at approximately 60 cycles and 
38. Metering and Billing: Service will be measured 
meter(s) and billed 

separately under Schedule contained in Article 2 of this agreement. 
4. Substation, Service Equipment and Apparatus (See attached schematic one 

line diagram of service facilities attached hereto and made a part hereof 

marked Exhibit 
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5. Effective date 

IN WitNESS WHEREOF, the Cooperative has caused its name to be signed hereto 
and its seal to be hereunto affixed and attested by its ~— authorized officers, 
pursuant to a resolution adopted by the ~__-~-- 
of said Cooperative and approved on the ___-___ ‘da iv of 
and the Company has caused this agreement to be executed in its name by its Vice 
President thereunto duly authorized, and its seal to be hereunto affixed, and 
attested by its Secretary thereunto duly authorized, all the day and year first 
above written. 


(Title) 


VIRGINIA ELeEctTRIC AND PowER COMPANY. 


(Vice president) 


(Secretary) 
Typewrite or Print Names Under All Signatures 

Mr. Wuireneap. I have just given away a copy of that to Mr. 
moore a few minutes ago. 

This agreement puts in contractual form only the things that the 
public has been led to believe VEPCO has offered. 

We offer this contract as a means of enabling the farmers of Vir- 
ginia to receive the benefits of this federally financed hydro develop- 
ment for which they have worked so hard and long, and to which 
they are entitled morally and by law. 

Acceptance by VEPCO will accomplish this purpose and render 
unnecessary any appropriation for Government lines from Buggs 
Island to serve the Virginia cooperatives. 

We urge the restoration to the continuing fund of SEPA of the 
$150,000 cut from it and the removal of the restrictions on its use 
as provided in the bill passed by the House, to the end that SEPA 
will have the necessary funds and authority to discharge its duties 
under the Flood Control Act of 1944. 

Gentlemen, Buggs Island power is scheduled to become available 
by October 1952, only 17 months away, but so far the cooperatives 
are without any definite assurance that they are going to be able 
to obtain its benefit. 

Our simple plea is this: Do not fence us in. Do not seal us off. 

Senator Rive, Thank you very much. 


Mr. Wuireneap. Thank you, Mr. Chairman. 


Senator Haypen. We stand recessed until 2 o’clock this afternoon. 


AFTER RECESS 


Senator Haypen. Come to order. The next witness is Mr. Ellis. 

Mr. Wuirenerap. Mr. Chairman, I want to present to the commit- 
tee the delegation here. It wil] not take but a minute. 

First I want to present to the committee Mr. L. E. Long, manager, 
Shenandoah Valley Electric Cooperative; then Mr. W. H. Brown, 
manager, Virginia Electric Cooperative; next Mr. J. E. Smith, man- 
ager, Mecklenberg Electric Cooperative, and a director of the national 
association; Mr. J. R. Allin, manager, Northern Neck Electric Co- 
operative; and finally I want to present Vice Adm, P. N. L. Ballinger, 
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president, Craig-Botetourt Electric Cooperative, and one of the heroes 
of Wake Island. 

Senator Haynen. If any of these gentlemen have prepared state- 
ments, they may have them included in the record. 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


SUPPORT OF CERTAIN APPROPRIATIONS FOR SOUTHEASTERN POWER 
ADMINISTRATION 


Mr. Exuis. Mr. Chairman, I have a prepared statement that I 
would like to submit for the record. 

Senator Haypen. That may be included in the record. If you 
will high light it, the committee will appreciate it. 

(The statement referred to is as follows :) 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. 
I am executive manager of the National Rural Electric Cooperative Association, 
the national service organization of approximately 892 rural electric systems 
rendering service to nearly 3,000,000 farm families and rural establishments in 
the United States and Alaska. 


RURAL LOADS BUILDING 


My appearance before this committee today on behalf of these rural systems 
is for the purpose of asking your support of appropriations being requested by 
the Southeastern Power Administration for the construction of certain trans- 
mission facilities to serve preference customers with low-cost federally financed 
hydroelectric power. The rural electric cooperatives of the southeast United 
States need this power badly in order to keep abreast of the rapidly expanding 
demand for electric energy on the farm. This increased need for power is the 
result of normal increases in the use of electricity on the farm in addition to 
the necessity of producing and processing larger crops than ever before with 
a progressively decreasing supply of farm labor. The construction for which 
SEPA now asks money will provide many cooperatives in North Carolina and 
South Carolina with more reliable wholesale power and at rates appreciably 
lower than now prevail. 


APPLICATION OF FLOOD CONTROL ACT TO SOUTHEAST 


You gentlemen are well aware that in the marketing of electric power and 
energy from federally financed multipurpose dams, cooperatives and public 
bodies are preferential customers. In each area of the country where such dams 
have been built, there has arisen the problem of just how to most efficiently 
market in accordance with this principle the electric power available from the 
projects. 

SEPA MARKETING PLAN 


By the end of 1953, the Army engineers will have completed dams in the 
Southeast that will provide the area with more than a half million kilowatts of 
hydroelectric capacity. The responsibility of marketing this power has been 
delegated to the Southeastern Power Administration. The SEPA Administrator 
has conducted a study to arrive at what he believes to be a satisfactory method 
of getting the power to preference customers in the area. The study made by 
SEPA indicates that the commercial companies operating in the area do not 
have facilities capable of transmitting large blocks of power available at the 
dam sites for the very simple reason that no real justification for construction 
of such facilities has ever existed. SEPA, therefore, decided that the best 
marketing plan would be to build the backbone facilities necessary to transmit 
the power from the dams to the load centers of commercial utility companies 
operating in the area. 
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MARKETING PLAN BLOCKED BY UTILITIES 


SEPA has been until now unable to place this plan in operation for two reasons, 
The House of Representatives has deleted all construction funds asked for by 
SEPA—funds that would be used for building the main system facilities to com- 
mercial company load centers—and, in addition, of the five companies operating 
in the SEPA area, four have flatly refused to wheel federally financed power to 
preference customers and the fifth insists on a wheeling charge so high that 
SEPA would be unable to make power available to preference customers at 
reasonable rates. 

WHEELING VERSUS BUSBAR MONOPOLY 


I would like to explain that a wheeling contract provides for the delivery of 
power from Government dams to preference customers over the transmission 
facilities of a third party, usually a commercial power company. The power, 
in a true wheeling arrangement remains the property of the Government during 
transmission and is subject to control by the power marketing agency designated 
for the particular area involved. The preference customer is a customer of the 
Government. 

Selling blocks of public power to commercial companies at the dams with the 
provision that power in proportionate amounts will be sold to preference cus- 
tomers by the company is not a wheeling contract. Under such contract, the 
power becomes the property of the company at the dam, and the preference cus- 
tomer is a customer of the company and is subject to control by company service 
practices. The only guaranty of a stable rate to preference customers in such 
cases is the existence of a State regulatory commission and in many instances 
such bodies have acted contrary to what the farmers believe are the best interests 
of the cooperatives and other preference customers. 

I wish to bring out this difference between a true wheeling arrangement and 
a direct busbar sale of power and energy to the company because SEPA has 
been offered the latter type of arrangement. Such an agreement, in our opinion, 
would be completely out of keeping with established Federal power policy 
because it would give private utility companies a monopoly of power and energy 
produced at the expense of all the taxpayers. 


REQUEST BEFORE SENATE COMMITTEE 


In view of the fact that the original intent of SEPA to deliver large blocks 
of power to commercial system load systems for wheeling to preference cus- 
tomers has been thwarted, we are asking this committee to approve funds asked 
by SEPA for construction of a few transmission facilities that can be used to 
deliver Buggs Island and Clarks Hill power directly to preference customers 
who have requested such service and whom SEPA has committed itself to serve. 
The facilities for which funds are requested will cost $11,175,300 to complete, 
of which $655,000 is asked for fiscal 1952. The money will be used to build a 
line from Buggs Island to Kinston, N. C., by way of Rocky Mount, Wilson, and 
Goldsboro; and lines from Clarks Hill to Greenwood, Aiken, Batesburg, and 
Hartsville, S. C. 


NORTH CAROLINA LINE 


The line from Buggs Island to Kinston via Rocky Mount, Wilson, and Golds- 
boro will provide service to the municipal systems of Rocky Mount, Wilson, 
and Kinston, and will, in addition, be able to supply 11 cooperatives in eastern 
North Carolina with power at about 7.25 mills per kilowatt-hour. These 11 
cooperatives are now paying from 15 to 17 mills per kilowatt-hour for power. 
This high rate may be partly the result of the fact that little energy is gen- 
erated in the area. The co-ops are supplied from a power company that buys 
its power from still another company and must in turn earn a second profit on 
wholesale sales to consumers. Service to this group of cooperatives at the 7.25 
mill Buggs Island rate would same them over $235,000 per year over the cost of 
present purchased power, give them better service and better enable them to 
achieve area coverage. 

In addition, even at these exorbitant rates, the cooperatives of eastern 
North Carolina are not getting adequate service for their rapidly building loads. 
Our people down there tell us that during weekday working hours when industria! 
loads are heavy, low voltage and poor regulation is constantly experienced at 
cooperative delivery points. Substation transformer taps must be operated at 
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their upper limit and secondary regulators must be operated at full 10 percent 
boost to provide normal voltage to rural consumers. What are these coopera- 
tives to do as their loads increase? We think that SEPA service over adequate 
transmission facilities is one good solution. 

It is interesting to note in connection with this proposed line in North Carolina 
that the Virginia Electric & Power Co. has recently acquired transmission 
facilities within sight of Buggs Island that will, if funds are denied for con- 
struction by SEPA of the Buggs Island to Kinston line, enable the private 
utility companies of the area to monopolize the power. The Virginia Electric & 
Power Co., we understand, has purchased a line leading southward from the 
dam, and is building one from Chase City just north of Buggs Island right to the 
dam location. The purpose of these lines is obvious. It is to deny preference 
customers their right to federally financed power at the lowest possible costs. 


SOUTH CAROLINA LINES 


The lines from Clarks Hill to Greenwood, Batesburg, Hartsville, and Aiken 
in South Carolina, for which SEPA has requested construction funds, will 
serve 16 cooperatives in the State. Two of our cooperatives are now served by 
the Greenwood County Electric Power Commission which operates both steam 
and hydro facilities. This agency is badly in need of additional capacity, and 
the SEPA proposed line from Clarks Hill to Greenwood would relieve the tight 
power supply in the Greenwood County area, and allow the two cooperatives 
there to serve additional load which is building up rapidly. 

The other facilities proposed by SEPA for construction in South Carolina 
would provide points of interconnection between SEPA and the South Carolina 
Public Service Authority which owns and operates the Santee-Cooper project, 
an integrated hydroelectric and steam-generating facility. 

After a struggle of many years with power companies in South Carolina over 
exorbitant rates of 12 and 13 mills per kilowatt-hour, dual rate contract restric- 
tions, and inadequate service to substations, 14 distribution co-ops in South Caro- 
lina organized the Central Electric Power Cooperative for the purpose of obtain- 
ing an REA loan to build lines over which to transmit Santee-Cooper power to 
member distribution cooperatives. The REA loan was blocked at every turn 
by the power companies. Failing to prevent the loan, the companies brought suit 
to prevent Santee-Cooper from participating in the plan. The suit was dismissed 
by the Supreme Court of South Carolina, and now Central Co-op has its lines 
under construction. The ties between Santee-Cooper and SEPA that would be 
provided by the line now being asked of this committee by SEPA would utilize 
the diversity of load between SEPA and Santee-Cooper, and thereby increase the 
dependable capacity of the Santee-Cooper system. This would insure for many 
years the reliability of service to the 14 cooperatives that will be served over the 
lines of the Central Electric Power Cooperative from the integrated Santee- 
Cooper facilities. 


YARDSTICK EFFECT OF PUBLIC POWER 


While SEPA is at this time only seeking funds for transmission facilities in 
two States of the area it will ultimately serve, the funds that are being asked are 
extremely important to the entire region. The very existence of wholesale public 
power facilities in this area, and the possibility that transmission facilities to 
serve preference customers at load centers anywhere within feasible transmission 
distance of the dam sites could and would be constructed where commercial 
utility companies refused reasonable wheeling offers, is in itself a powerful bar- 
gaining point in the hands of preference customers. The availability of whole- 
sale public power, and the rates at which such power can be supplied to preference 
customers is, in addition, a reliable yardstick against which to measure the serv- 
ice standards of commercial companies, and the rates charged for wholesale 
energy to preference customers. 

The case of the negotiations between the NACA laboratory at Langley Field, 
Va., and the Virginia Electric & Power Co. is a typical example. When NACA 
first asked Vepeo to supply 75,000 kilowatts of on-peak power and 150,000 kilo- 
watts of off-peak power, the company demanded that the Government advance 
a connection charge of $4,100,000 to finance construction of the line over which 
service would be rendered. This offer was not accepted by NACA because it 
was known that SEPA would be in a position to supply the power from Buggs 
island when it was needed. This threat of competition was, we feel, what 
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finally brought about an acceptable offer by Vepco to serve Langley Field with- 
out payment by the Government of several millions of the taxpayers’ dollars to 
finance a company-owned transmission line. 

Our cooperatives in Virginia are faced with a similar problem. Since 1948, 
they have paid 10 mills per killowatt-hour to Vepco for wholesale energy. Last 
year the company offered a rate of 714 mills in order to defeat the plans of the 
Old Dominion Electric Cooperative to build a generation and transmission system 
in Virginia. The company has been at least temporarily successful in killing the 
cooperative generation and transmission plans, and it is our opinion that the 
availability of wholesale public power from Buggs Island in 1952 at a 7% mill 
rate is the only factor that is keeping the commercial company from withdrawing 
its 744-mill rate offer to the cooperatives. 

Our people face similar situations in other States, gentlemen, and it is for this 
reason that on behalf of the rural electric systems of the Nation and the 3,000,000 
consumers they serve, I urge you to approve the funds for transmission facilities 
that hate been asked of you by the Southeastern Power Administration. 

Mr. Exits. As we see the picture in the Southeast from the national 
standpoint, Mr. Chairman and members of the committee, the situa- 
tion at this point is quite critical. If the policies now being advocated 
by those who are opposing the Southeastern Power Administration 
program become the law of the land, the flood-control program of the 
United States, in my opinion, is wrecked—the whole program. There 
are several reasons for that. The dams are always built in the up- 
lands, to store the water. People suffer losses in the uplands. I think 
I can speak with some knowledge because I come from the Ozark area. 
[ represented the district that Congressman Trimble now represents 
and that Senator Fulbright did before him. For some years in the 
House I advocated the dams that are now being built, and was in the 
House when they were authorized. It was not easy. Our people in 
those valleys were hurt, some of them. When you cover up a 
lands, they are hurt. For some years the cities perhaps i in the ares 
were hurt. The thing we had to offer in presenting the program a 
those people was the power they would have from the dams and the 
benefits that would come from that power. 

Senator Ellender this morning hinted, I think, at the same thing, 
when he indicated that we might destroy here, if certain proposals 
were adopted, the opportunity to build the dams themselves. There 
are some 20 other dams authorized in my own country on the White 
River system. There are two now being built. I should have said 
four—the other two are flood control only. If this policy being advo- 

cated by those opposed to SEPA should become the law of the land 

as to this area, and as to the other areas of the country where flood- 
control dams are to be built, I am afraid that you would destroy the 
whole flood-control policy. 

Senator Cuavez. Mr. Ellis, how could policy be determined on an 
appropriation bill? Do you feel if we did not allow the money to 
continue the work of SEPA that eventually there might be legislation 
that would destroy that policy ? 

Mr. Exsuis. It would work this way I think, Senator Chavez—I can 
best apply it to my own country, with which you are somewhat 
familiar, in the Southwest. You destroy the power benefits for the 
people in the local area and you destroy the principal benefits. You do 
not get local support. That is No. 1. 

Secondly, you isolate these dams. They would not be able to sell 
the power for as much benefit to the Government as had been antici- 
pated. The dams would not be interconnected, as was originally 
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planned. The power would be bottled up at the dam. Nobody could 
buy it except maybe one customer, who happens to be the local power 
company. ‘That customer is going to pay the Government what it 
wants to pay for the power. If the Government has but one customer, 
you destroy thereby the whole feasibility of the dam itself. It will not 
pay out. 


BUS-BAR MONOPOLY 


When these dams start not paying out, then it affects the over-all 
flood-control program in the country. The whole question of bus bar 
monoply that Senator Ellender spoke about this morning is at stake 
here. These dams for the most part are not so constructed that two 
or three co-ops can go to the dam for power if they want to. Even if 
they happen to be that close, they cannot do that. Here sits Jack 
Smith from Virginia, who is manager of the cooperative at Chase 
City, which is a very few miles from the Buggs Saead Dam in Vir- 
ginia. His lines go down around the dam. ‘T understand from Mr. 
Smith it would cost him $380,000 to step down the power from the 
voltage at which it is generated at the dam so he could use it. That 
is something a local co-op cannot do. So we have to have some organ- 
ized method, some organized plan, even in the immediate area, to get 
this power to the rural electrics, if they are to have it. 

Senator Cuavez. What is your theory of the opposition to letting 
SEPA function and proceed with its planned work ? 

I have not followed SEPA as well as Southwestern or North- 
western. 

Mr. Exxis. The power companies, many of whom are represented 
here, are determined that SEPA shall have no transmission lines at all 
to deliver the power of the dams out to the load centers. The rural 
electrics are not advocating distribution by the Government. For the 
most part they are not even advocating transmission lines if they can 
get reasonable wheeling agreements in this eastern area. But the 
power companies, year after year, come before this committee, and 
other committees, and say “We will wheel” just like they are going to 
do here this afternoon. “We will wheel. We will give you reason- 
able agreement.” 


DEFINITE CONTRACT WANTED 


Our people plead with them to put it down one, two, three. Put 
it in a contract we can approve. They never do it. They never give 
us wheeling in all this area extending from Virginia around to Mis- 
sissippi, throughout the South. All but two companies refuse to talk 
about giving us wheeling agreements. They will buy power and they 
will sell us power. They will talk about how well they will do by us. 
They give us a pretty good rate in some areas. They will also tell us 
they are giving us that rate in order to kill the Southeastern Power 
Adininistration, or to kill the lines that it might build. 

You heard the testimony here this morning of so many of our co-ops. 
You could sit here a week and hear them. Sixteen mills, inadequate 
supply. It is a hodge- podge all the way around. There is no system 
to it in all this area. They have power difficulties. If there is a 
Southestern Power Administration that has some bargaining au- 
thority, then I think something may be done to assist a very difficult 
power situation. 
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If Congress eleminates the continuing fund which is the principal 
vehicle by which SEPA can make these arrangements for the benefit 
of the municipalities, municipally owned systems and the co-ops, 
SEPA is dead so far as any benefits to the rural electric systems are 
concerned, 


RESTRICTIONS ON SEPA CONTINUING FUND 


The restrictions that have been placed on SEPA’s continuing fund 
make it, we think, practically unworkable. We hope you will free 
that continuing fund. It does not cost the Government anything. 
It is true that some money revolves in this continuing fund, but over- 
all the continuing fund does not cost the Government anything. At 
the same time it makes it possible for this agency to carry out its duty 
under the law. You see, if they can wreck this continuing fund, - 
can, among other things, get their own terms on what they call : 
wheeling agreement, or on any kind of a power purchase iouank 

You have heard the testimony today of them trying to make the 
Government give them 80 percent as much power as the *y would de- 
liver to the preferred customers in the Virginia area. 

Senator Cuavez. Suppose the committee and the Senate should re- 
store the amount necessary to do what you have in mind, that is, 
SEPA, with a provision they would not be used provided the power 
companies give you the wheeling arrangement you are looking for. 
Would that be satisfactory? You say you can do as well as the 
Government. 

Mr. Exxis. That would be great. We would agree to that. That 
is what the Virginia group was saying here this morning. If you 
provide the funds and provide also ‘that if the power company could 
do as well by the Government preferred customers as the Government 
would do, well and good. They have yet to show us in all this South- 
east area that they will do it. 

Senator Cuavez. Possibly, if you had it written down, it would 
help. 

Mr. Exuts. That is it. Look what happened on the Langley Field 
line just recently. That is the line to serve the defense load from 
Buggs Island Dam over at Langley Field, near Newport News. The 
Virginia Electric Power Co. made some propositions down there to 
serve that defense load. In a supplemental bill the Congress provided 
funds to start that line. They were never able to get a satisfactory 
arrangement out of the power company. Once the money was appro- 
priated by this Congress to build perhaps half the line, the power 
company decided that it could make a pretty good arrangement down 
there. 

Senator Cuavez. Has that not been the history throughout the coun- 
try in matters of this nature? 

Mr. Exits. Yes; it certainly has. East and west, north and south. 
If the Government has the authority to do something else, if the Gov- 
ernment has an alternative to do something else, if we have an alter- 
native to get power, then we are able to get a pretty good deal from 
the power companies. If we do not have the alternative, we are in a 
bad way. That is true, both of us and the Government. 


83686—51—pt. 1-——62 
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ACTION REQUESTED 


Mr. Chairman and gentlemen, I think I need not take more of 
your time here. There are a lot of things that could be said. We do 
appeal to you to appropriate for at least ‘these red lines that are shown 
on the map here, the one in North Carolina to serve that area where 
we are paying as high as 16 mills for power and do not have enough 
power—and this area in South Carolina, these short lines, to connect 
up with the system which the State owns down there and operates and 
with this system which we are building, which will help us with our 
power interchange and power supply. 

We do ask you ‘specially for those lines in North Carolina and South 
Carolina. We think that is a reasonable and conservative request. 


BUGGS ISLAND-KINSTON LINE 


Senator Haypen. Unfortunately I was absent this morning. But 
I got the impression after I paneer to the committee, that this town 
of Goldsboro made some other ‘angement to obtain its power. 

Mr. Exuis. As I understand i. that is another one of these over- 
night developments. Stories like that always get into this com- 
mittee, something that has happened a few days before. 

Senator Haypen. If it were true, it is unnecessary for the trans- 
mission line to go that way. It would look from the map that you 
might go directly from Wilson down to Kinston and save some mileage 
and still serve all the co-ops in that area. 

Mr. Exuis. That is right. It would sever those 16 and take power 
out of the Kinston point. I may be wrong about the number. Mr. 
Beverage, am I right in the number? 

Mr. Beverace. The number would be 17. 

Senator Ettenper. Do you have another one? 

Mr. Brveracr. Goldsboro is served by Carolina Power & Light. 
He is probably speaking of Wilson and Rocky Mount. 

Mr. Exuis. We have five co- ops up there in that area 

Mr. Beverace. In the area that the Kinston line will go o through. 

Senator Haypen. The line is primarily constructed for the purpose 
of supplying electric power from Buggs Tsland to a group of coopera- 
tives in North Carolina. This one municipality happened to be on 
the line. If it had been supplied in another manner satisfactory to it, 
it will not be necessary for the line to go there ¢ 

Mr. Eris. That might be true. 

Senator Haypren. The committee will have to determine that in 
fixing the amount of money to be appropriated. 


FEDERAL POWER POLICY 


Mr. Exxis. Mr. Chairman, for some years now there have been state- 
ments made that the Federal Government has no power policy. It 
. is been the thought of some of our people that since the reclamation 
laws first were written there began to evolve a power policy of this 
country, and that over the period of 40 years of reclamation history, 
and certainly considering the more recent laws of the Tennessee V: ley 
Authority and others, and the rural electrification laws, there has 
evolved a very clear-cut policy. 
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Some 2 years ago an idea came from the grass roots. It first de- 
veloped in one of our board meetings, and that was held in Georgia— 
that we ought to have a study m: ide to determine what is that policy, 
and try to boil it down, take it out of the law and put it together. 

Legal assistance was employed at the direction of our nation: il board 
several times during the past 2 years, or really, the past 18 months. 
The results of the studies were brought lean our national board, 
carefully considered, and then submitted to all the rural electric sys- 
tems of the United States. Iam happy to tell you that at their national 
meeting at Cleveland this spring all of the rural electric systems of 
the country were able to agree upon a very short, concise statement 
of what the Federal power “policy y is, and ought to be as they under- 
stand it. This is all there is to it on these two pages that I have in 
front of me. 

I think it might be helpful Mr. Chairman, if this were made a part 
of the record. 

Senator Haypen. That may be done. 

(The document referred to is as follows :) 


STATEMENT OF FEDERAL Power POoLicy 


Adopted by the National Rural E ne Cooperative Association 
February 1, 1951 


A MIDCENTURY REVIEW OF PRESENT POLICIES WITH CERTAIN PROPOSALS RELATING TO 
THE DEVELOPMENT AND CONTROL OF ELECTRIC POWER BY THE FEDERAL GOVERN MENT 
AND A MEANS OF CONSERVING NATURAL RESOURCES, DEVELOPING THE NATIONAL 
ECONOMY, AND PROMOTING NATIONAL SECURITY 


Published by the National Rural Electric Cooperative Association, 
Washington 6, D. C. 


INTRODUCTION 


A study of Federal legislation and court decisions of the past 50 years relat- 
ing to the interest of the Federal Government in the production and distribution 
of electric power reveals basic principles which form the foundation for the 
Federal power policy as outlined herein. Because of the very nature of the 
Government's programs of river development, this policy is not statie and in- 
flexible; on the contrary, like the projects in which it finds expression, the policy 
is dynamie and constantly growing. 


“IN A NUTSHELL” 


The established power policy of the United States embraces the development 
of our country’s potential hydro power and its sale and delivery at wholesale to 
load centers at the lowest possible cost consistent with sound business principles, 
first to public bodies and cooperatives and then to others. 

Multipurpose dams.—River development projects undertaken by the Federal 
Government should include optimum benefits of flood control, irrigation, soil 
and forest conservation, power production, improvements to navigation and 
municipal water supplies, stream pollution abatement, promotion of fish and 
wildlife resources, recreational and cultural facilities, salinity control, ete., 
emphasis to be placed on the development of those benefits which best suit 
the economic needs of the greatest number of people. 

(In undertaking the development of flowing surface waters there seems 
to be no reasonable justification for neglecting to develop or to make possible 
future development of all benefits to be derived from such waters. ) 

Planning for ultimate development.—Comprehensive plans for the ultimate 
development of the principal river basins should be undertaken and completed 
as soon as practicable and no public or private works should be undertaken 
which would not be in harmony with such plans. Concomitantly, studies of 
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secondary river basins, adjacent to the principal river basins or to each other, 
should be made on a regional or other geographic area basis to determine which 
streams when fully developed would contribute greater benefits to the national 
welfare than they do in their natural or present state of development. Com- 
prehensive plans for the ultimate development of such streams should like- 
wise be formulated as soon as practicable. 

(This proposed planning is a necessary adjunct to a well-rounded power 

program as well as to all other programs of water-use development. ) 

Epriror’s Note: Background of the preparation and presentment of this statement de- 
serves mention. During the midyear board of directors meeting of the National Rural Elec- 
tric Cooperative Association in July of 1949, an extensive study and review of the legal 
basis and administrative policies of the Federal Government in the development of electric 
power resources was proposed. Particular attention was directed to principles in the 
disposition of wholesale power produced by the Federal Government. 

A month later the association’s president, Clark T. McWhorter, of Blair, Okla., presented 
a general statement of the preliminary findings before the American Institute of Coopera- 
tion at Madison, Wis. During the following 18 months, more intensive research was car- 
ried on to segregate all the elements of administrative practices, judicial decisions and 
laws adopted by Congress affecting Federal power policies. These elements were then 
related and examined to develop a comprehensive and consistent Federal power policy 
pattern. 

The NRECA board of directors approved with modifications, the first drafts of this 
pattern in March and July of 1950. The association’s executive committee subjected 
these drafts te further consideration at meetings in May and November of that year. 

The final statement had been revised, expanded, and modified several times to reflect 
the real views of rural electrification leaders throughout the Nation during the 18 months 
it was in preparation. In this form, it was distributed to all member systems of NRECA 
before the association’s 1951 convention convened in Cleveland, Ohio. It was posted 
for consideration of all voting delegates before being presented for adoption there. The 
statement received unanimous approval of the convention, and has been described as a 
“fair and reasonable policy to which all elements can subscribe.” 


Evaluation of benefits—In the planning stages the economic value of a river 
development project should be determined by giving full consideration to all 
benefits to be derived from such project, including besides flood control, naviga- 
tion, irrigation and power benefits, such secondary benefits as soil and forest 
conservation, stream pollution abatement, fish and wildlife promotion, water 
salinity control, recreational and cultural facilities and all other direct or asso- 
ciated benefits which can be evaluated. 

Selection of projects.—Since it is impractical and inadvisable to develop simul- 
taneously all potential river development projects in the country, it is the con- 
tinuing responsibility of Congress to select from time to time from completed 
plans the projects or parts of projects which it determines should be currently 
developed and by authorizations and appropriations to direct their construction 
and operation. 

(The Bureau of Reclamation of the United States Department of the 
Interior and the Corps of Engineers of the Department of the Army have 
plans for the development of many streams not yet developed but such 
plans for the most part required specific legislative authorization before 
they were undertaken. Neither agency, nor any other agency, has been 
authorized to make comprehensive plans for all watersheds of the country. 
The President’s Water Resources Policy Commission in its first report has 
pointed up the necessity for such comprehensive planning. ) 

Marimum power development.—Power production should be recognized as a 
legitimate primary purpose of some river development projects. Whenever the 
primary purposes do not include power production, the construction and operation 
of such project shall include optimum development of all potential hydro power 
benefits as a secondary purpose. 

(Cf. Reclamation Act of 1906, Boulder Canyon Project Act of 1928, Tennes- 
see Valley Authority Act of 1933, Bonneville Act of 1937, Fort Peck Act of 
1938, Reclamation Project Act of 1939, and Flood Control Acts of 1938, 1944, 
and 1945.) 

Fuel-burning plants——Hydro power developments should be supplemented with 
fuel-burner power plants whenever the anticipated needs of the area served 
or whenever optimum utilization of water for power productive purposes requires 
them. 

(TVA—New Johnsonville steam plant, 1949.) 

Power development by private enterprise.—Hydro power potentialities of rivers 
belong to the people and the development of such potentialities should be for 
the best interest of the people. Development of hydro sites, therefore, solely for 
power production purposes by private enterprise or non-Federal agencies may 
be undertaken only when such development will not interfere with the ultimate 
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comprehensive regional or river basin development, which because of size and 
complexity of purpose can be properly undertaken only by Federal agencies. 
(Cf. Licensing Provisions of Federal Power Commission, Federal Water 
Power Act of 1920 and Federal Power Act of 1935. See also the corporate 
powers of the Tennessee Valley Authority, TVA Act of 19383 and the amend- 
ment of August 31, 1935.) 

Lowest possible rates ——Power generated from Federal power projects should 
be delivered to load centers and sold at wholesale at the lowest possible rates 
consistent with sound business principles in order to secure for the ultimate 
consumer the benefits of low cost power. 

(Cf. Tennessee Valley Authority Act of 1933, Bonneville Act of 1937, 
Fort Peck Act of 1938, Flood Control Act of 1944.) 

Preferences.—Preference in the sale of electric energy produced at Federal 
power projects should be given to public agencies and cooperatives to insure 
the benefits for the general public and particularly for domestic and rural 
consumers, 

(Cf. Reclamation Act of 1906, the “Raker Act” of 1918, Federal Water 
Power Act of 1920, Boulder Canyon Act of 1928, Tennessee Valley Authority 
Act of 1938, Rural Electrification Act of 1986, Bonneville Act of 1937, Fort 
Peck Act of 1988, Reclamation Project Act of 1939, Flood Control Act of 
1944. ) 

Transmission lines—Federally owned power plants whenever practicable 
should be interconnected, coordinated and integrated with each other and with 
wholesale load centers by adequate transmission lines to provide maximum 
power benefits from such facilities to preferred users and others in order to en- 
courage the widest possible use of electric energy and to prevent the monopoliza- 
tion thereof by limited groups. Such lines, like other parts of a generation sys- 
tem, should be self-liquidating. 

(Cf. U. S. v. Gratiot, 14 Pet. 526; U. S. v. Beebe, 127 U. S. 3388; Camfield v. 
U. S., 167 U. S. 518; Light v. U. S., 220 U. S. 5238; Ruddy v. Rossi, 228 U. S. 
104. Also the Bonneville Act of 1937, Fort Peck Act of 1938, and Flood Con- 
trol Act of 1944.) 

Allocation of costs.—The capital costs of multipurpose river development proj- 
ects should be allocated in direct proportion to the evaluation of the benefits to 
be derived from such projects. 

Repayment of costs.—Repayment of such costs should be made insofar as practi- 
cable by the direct beneficiaries of the respective benefits. Subsidies by the Fed- 
eral Government and sharing of repayment burdens as between various classes 
of beneficiaries should be kept to a minimum. 

Power marketing agencies.—The executive agencies of the Federal Govern- 
ment which are authorized to dispose of electric energy supplied from the opera- 
tion of federally owned projects should have broad authority in making markét- 
ing arrangements. It is important, therefore, that such marketing agencies 
should be generally permitted to defray out of current revenues the costs of 
normal and emergency operations and maintenance, to purchase power, to enter 
into power exchange agreements and to construct. and lease such facilities as 
are necessary or expedient for properly carrying out their functions, provided 
that Congress retains continuing responsibility for authorizing major capital 
improvements on such projects. 

Loan funds.—In financing the construction, operation, and maintenance of 
power generation, transmission and distribution facilities, preferences in the use 
of appropriated loan funds should be given to States, Territories, and subdivisions 
and agencies thereof, municipalities, peoples’ utility districts, and cooperative, 
nonprofit, and limited dividend associations. 

(Cf. Rural Electrification Act of 1936.) 

National defense.—Whenever optimum power development in a river develop- 
ment project wou'd seem to result in power capacity greatly in excess of present 
usable demand, the cost of developing such excess power capacity should be 
allocated in some measure to national defense. Reserve power capacity is as 
necessary for national defense as any stockpile of a commodity which would 
be in short supply in event of war. 


Mr. Exits. Thank you very much, Mr. Chairman. 
Senator Haypren. That concludes the representations from the 
cooperatives. 
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TELEGRAM REGARDING HOUSE ACTION 


Senator Haypgen. I will place in the record at this point a tele- 
ram addressed to Senator McKellar, chairman of the Appropriations 
C ommittee, received from Mr. B. R. Allison, executive manager, Ten- 
nessee Rural Electric Cooperative Associs ation, 
(The telegram referred to is as follows:) 
NASHVILLE, TENN., May 9, 1951. 


K. D. McKeEtrar, 
Senate Office Building, Washington, D. C.: 

Public power and indirectly the rural electrification program suffered severe 
blow on May 2 in House of Representatives when false economy ruled in cutting 
back appropriations for Department of the Interior (H. R. 3790). Trust you 
will use your influence to restore these cuts when the measure reaches the 
Senate. Full development of power potential more important to Nation now than 
ever before. 

B. R. ALLIson, 
Executive Manager, Tennessee Rural Electric Cooperative Association. 

Senator Haypren. We will now hear from the utility companies. 

Who will be the first witness ? 


STATEMENTS OF T. JUSTIN MOORE, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, VIRGINIA ELECTRIC & POWER CO., ACCOM- 
PANIED BY W. E. WOOD, EXECUTIVE VICE PRESIDENT; M. C. 
SMITH, VICE PRESIDENT AND GENERAL MANAGER; MILES CARY, 
MANAGER, SYSTEM OPERATIONS; AND PATRICK A. GIBSON, 
ATTORNEY 


PREPARED STATEMENT 


Senator Haypen. Do you have a prepared statement ? 
Mr. Moore. Yes. 
Senator Haypren. It may be inserted in the record if you so desire. 
Mr. Moore. Yes. 

Senator Haypen. And you may then high light the statement. 
(‘The statement referred to is as follows: :) 


STATEMENT ON BEHALF oF VIRGINIA Evectric & Power Co. Berore SENATE Sup- 
COMMITTEE ON APPROPRIATIONS, IN OPPOSITION TO APPROPRIATION OF $4,500,000 
REQUESTED FOR CONSTRUCTION AND OPERATION OF TRANSMISSION LINES 


OPENING STATEMENT 


My name is T. Justin Moore and my home is in Richmond, Va. I am vice 
president and general counsel of Virginia Electric & Power Co. (VEPCO) and also 
a member of the law firm of Hunton, Williams, Anderson, Gay & Moore, of 
Richmond, Va. I am appearing on behalf of VEPCO. 

We are appearing in opposition to the request of the Department of the Interior 
for appropriations for Southeastern Power Administration (SEPA) for the 
fiscal year ending June 30, 1952. 

VEPCO and spokesmen for the other companies from the Southeast were heard 
before the subcommittee of the Appropriations Committee of the House of Repre- 
sentatives in opposition to the appropriations sought by SEPA on March 5, 1951. 
On May 2, 1951, the House of Representatives voted 248 to 149 to eliminate all 
appropriations sought by SEPA for construction of transmission lines. 

Secretary Chapman, in his statement to this committee, refers to the opposi- 
tion to the appropriation requests as “a combination of forces to weaken the 
administration of the public estate so that our resources can be exploited to the 
financial advantage of a few selfish groups’—and as “efforts by special interest 
groups seeking to get control of valuable natural resources by denying appropria- 
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tions to develop and utilize such resources for the welfare of all the people as 
provided by law.” 

That is a great deal to say about appearance before a committee of Congress, 
to give our testimony as witnesses as to the facts, and to express our views as 
citizens. The basic principle of the Secretary’s strong language seems to us to 
be that the power companies oppose the Department’s budget in order to selfishly 
exploit national natural resources. We do not understand that Congress has 
passed any judgment that profitable development and utilization of natural 
resources by private enterprise is against public policy. It may be against De- 
partment of the Interior policy. But on that principle, private operation of every 
mine, oil well, and farm in the country is against public policy and should cease. 
We do not believe that is the policy of the Congress. 

On the transmission line appropriation requests, the sole question is whether 
there is need or justification for the Government to go into the business of trans- 
mitting and distributing the surplus power from Government flood-control proj- 
ects, or whether the power companies and other utility systems can efficiently 
and properly do this job. We have no question of private groups taking the 
profit either of natural resources or of Government investment. The utility com- 
panies are permitted by State and Federal regulatory commissions to earn only a 
fair return on their own investment—which here is their transmission network. 

The principal theme which Secretary Chapman develops as establishing a need 
for the specific transmission lines proposed—or, indeed, for unspecified lines, 
money to build something somewhere—is that without SEPA lines the power 
from Buggs Island and Clark Hill will be “bottled up”; that without appropria- 
tions the Government cannot compel the power companies to do what SEPA 
determines they shonld do; that without lines SEPA will be at the mercy of the 
power companies, compelled to sell only to them at their price. The Govern- 
ment’s price for its power is not an issue. That price is fixed by law. The Gov- 
ernment power must be sold, under section 5 of the Flood Control Act of 1944, 
at rates which will return to the Government its construction costs and in our 
negotiations with SEPA we have accepted this as a governing principle. There 
is no question as to excessive profit. The consumer must receive power delivered 
to the utility systems at a charge which will yield the utility only a fair return 
on its own investment. The case for the utility companies is simply that no Gov- 
ernment lines are necessary to meet the requirements of section 5 of the Flood 
Control Act of 1944, and therefore none are justified under that act. The utility 
systems provide the means of disposing of the power from Government dams 
conformably to the standards expressed by law. Indeed, with the lines proposed 
by SEPA, SEPA must depend upon the utility companies to make delivery from 
the end of those lines of the greater part of the Buggs Island and Clark Hill power. 

It seems to us inevitable that the question as to need for Government lines 
breaks down into two main inquiries—and two only—first, as to the physical 
sufficiency of the utility facilities to do the job; and second, as to the willingness 
of the utilities to do it on fair terms. Let me be specific in dealing with the facts 
under these heads. 

SUFFICIENCY OF THE UTILITY FACILITIZS 


In the hearing before the House, statistics were given to describe the electric 
utility network serving the southeastern area and maps were introduced. 
Detailed descriptions were given for VEPCO and for each of the other companies. 
To save the committee's time I will refer to the record made before the House 
subcommittee (pp. 1451-1478, 1477, 1496, 1521-1523). VEPCO was also described 
in detail before this committee in the hearing here on the Langley line on Decem- 
ber 19, 1950, for which I can refer to the printed report of the hearing (pp. 311- 
314, 317-318, 328-334). 

Let me exhibit here the area map which we introduced before the House sub- 
committee showing all of the transmission lines and power plants now in exist- 
ence and under construction in this southeastern area, or to be in service by the 
end of 1958, exclusive of TVA facilities and proposed SEPA lines, 

This transmission network fully integrates this capacity, reaches every load 
center, and can and does supply abundant power and energy to all customers. I 
understand that there are a few small generating plants of municipalities that 
have preferred to go it alone, but these can be tied in with the integrated systems 
shown on this map by installing a switch or by building a short line, as the case 
may be. Some of those are being tied in with the utility systems now. 

With the load growth the integrated transmission systems shown on this map 
have been and will be strengthened as needed. The systems as they stand can 
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take care of the entire initial capacity of Buggs Island. With short connecting 
lines they can take care of Clark Hill. By the time the ultimate capacity is put 
in, they will be able to handle that too. The men here will tell you just how their 
respective companies are situated in this regard. 

There is no real power shortage in the area shown on this map. Ever since 
1940 recurrent claims of power shortage just ahead have been made by those who 
want to put the Federal Government in the power business in this area. But no 
actual shortage has developed, even though reserves have had to be put in service 
because of World War II and the difficulties in getting needed equipment. The 
electric companies have under way a construction program which will be adequate 
to take care of future loads in this area. 

In 1953 the generating capacity will be 8,960,000 kilowatts for an estimated load 
of 7,877,000 kilowatts. 

The combined construction program of these companies amounts in 1951 to 

252,000,000 and in 1952 to $272,000,000. 

I have here a second map showing the proposed SEPA lines. Secretary Chap- 
man, in his statement to this committee, has withdrawn the request for the 
Langley line. With that line included the original budget request for the fiscal 
year 1952 was $4,000,000 on transmission construction, of which the total cost 
was estimated at $31,570,200. The proposed lines, as you see, would radiate 
from Buggs Island in Virginia and from Clark Hill in South Carolina. 

Flood-control projects in this area now in operation are not involved with 
these lines as the power from the Allatoona Dam is under contract to the Georgia 
Power Co. and power from the other three, which are located in or adjacent to 
the TVA area is being sold to the authority. 

Here is a third map combining the first two, showing how the proposed SEPA 
lines tear through and unnecessarily duplicate those of the existing systems. 

On a fourth map which I present there is shown in greater detail the system 
of the Virginia Electric & Power Co. (VEPCO). We supply over 500,000 electric 
eustomers in Virginia, eastern West Virginia, and northeastern North Carolina. 
Our plant account is about $267,000,000 and our construction program, geared to 
the load growth in the area we serve, is running currently at about $40,000,000 
per year. 

My statement before this committee as to the specific SEPA needs concerns 
Buggs Island. The other gentlemen here will describe the situation in their area 
at Clark Hill. 


LINES FROM BUGGS ISLAND 
The Langley line 


The committee is familiar with the Interior Department’s request of the last 
Congress, included in the supplemental defense appropriation bill, for $1,850,000 
as a first installment on an estimated total of about $7,000,000 for construction 
of two 115,000-volt lines from Buggs Island to the laboratory of the National 
Advisory Committee for Aeronautics at Langley Field, proposed in connection 
with the planned installation at the field of wind tunnel facilities requiring 
70,000 kilowatts on-peak and up to 150,000 kilowatts off-peak. After the Senate 
voted against this request, in the necessity of the last day of the last session to 
clear the defense bill, the Senate acquiesced by a vote of 43 to 41, in the House 
approval of the request. The Senate debate expressed a ‘moral obligation” upon 
the Department of the Interior not to spend any money for the Langley line 
until it had been determined whether a satisfactory agreement with Vepco could 
be made which would make the line unnecessary. 

In the hearings on the present bill before the House subcommittee, we introduced 
evidence to show that the proposed Langley line could not physically deliver the 
service required by NACA, and that our proposals, and indeed our existing rate, 
were cheaper to NACA than SEPA’s proposal. 

In spite of the fact that SEPA annouced on April 4 that it had begun the survey 
for construction, the House denied the Langley request along with the other SEPA 
transmission items. 

On May 8, 1951, NACA delivered to VEPCO a signed contract for supply by 
VEPCO of NACA’s entire power requirements for a term of 10 years from the 
time NACA is able to receive 50,000 to 70,000 kilowatts on-peak and 150,000 
kilowatts off-peak. 

As against Secretary Chapman’s claim before this committee that SEPA’s 
activities saved the Government $4,100,000 demanded by VEPCO as a service 
charge for NACA supply, the facts are quite different. VEPCO never requested 
such a service charge. The reference is to the familiar type of Government 
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financing of the capital cost of special facilities to provide a service to the 
Government where there is no assurance that the need for the service is to be 
continuing, the capital being advanced by the Government to be refunded to it 
over a period of time through deduction of a percentage on the monthly bills to 
the Government for the service. The proposal of such financing arose in re- 
sponse to an inquiry by NACA in 1947, at a time when the possibility was fre- 
quently mentioned that the NACA Laboratory might be removed to some inland 
point less vulnerable to enemy attack, and when the area loads could not other- 
wise justify the proposed extension of facilities. With the subsequent load in- 
crease in the Hampton Roads area, another supply line is justified regardless 
of the increase in the NACA load, and the NACA contract itself is on a 10-year 
basis. As to the actual rate charged in the executed contract, the rate is the 
same as that at which VEPCO has supplied NACA since before the existence of 
SEPA, the only change being an increased time interval for measuring demands, 
and the cost under that rate is less than the cost under the proposal of SEPA, 
On our analysis the cost comes to at least $80,000 per year less than the cost 
of supply through the proposed SEPA line on the rate quoted by SEPA. 

In view of the conclusion of the contract for supply by VEPCO to NACA of all of 
NACA’s requirements, and in view of the announced withdrawal of the request 
for the Langley line, I assume it is no longer in question. We submit however 
that if procedure is required for withdrawal of the initial appropriation made 
by the last Congress of $1,850,000 for this line, the appropriate steps should be 
taken. 


THE PROPOSED SEPA LINES SOUTH FROM BUGGS ISLAND INTO NORTH CAROLINA 


There would remain in SEPA’s budget request for Buggs Island lines a pro- 
posed line of 115 kilovolt leading southeasterly to Rocky Mount, thence south to 
Wilson, thence again south to Goldsboro, and thence easterly to Kinston. 

As seen from the VEPC( system map, two of its 110 kilovolt lines already 
reach from Buggs Island into North Carolina, to connect with the system of 
the Carolina Power & Light Co., one line running directly south and connecting 
at the State line and the other extending to Roanoke Rapids, thence south to 
interconnection at Battleboro. 

VEPCO has already undertaken to construct any additional lines that might 
be needed to deliver from the project the entire output of the Buggs Island 
development in its service area or as required for delivery to the Carolina Power 
& Light Co. system for the service area of that company. No additional con- 
struction would be necessary for such delivery into Carolina of the contemplated 
allocation to that area of the initial installed capacity at Buggs Island. To the 
extent that the allocation out of the ultimate installed capacity would require 
greater transmission facilities than the present lines they would be provided 
through a further connection to be made by VEPCO between Buggs Island and 
Roanoke Rapids, and a second line from Buggs Island to Henderson. 

After Carolina’s steam generating station at Goldsboro is placed in operation 
this year the load on the Roanoke Rapids-Battleboro line will be some 15,000 
kilowatts leaving about 35,000 kilowatts of unused capacity in the lines avail- 
able for transmitting Buggs Island power to the Goldsboro area. We are in- 
formed that Carolina Power & Light Co.’s line from Battleboro to Rocky Mount, 
Wilson and Goldsboro also has unused capacity of some 40,000 kilowatts, over 
and above that required to serve the entire loads in the areas through which it 
passes. This proposed SEPA line, from Rocky Mount south, would parallel 
the existing Carolina Power & Light Co.'s line very closely throughout its entire 
length. In the light of this unused transmission capacity, it would be a com- 
pletely unnecessary duplication of transmission facilities. 

Since May 1, 1950, VEPCO has signed 20-year contracts with Washington and 
Greenville, N. C., which provide for interconnection between VEPCO’'s trans- 
mission system and the systems of these municipalities with interchange of power 
as necessary or desirable, and arrangements have been made for a tie between 
the transmission systems of VEPCO and Carolina Power & Light Co. at Farm- 
ville, N. C. Thus these municipal systems will be, as soon as the necessary con- 
truction can be completed, tied into the tranmission network in the Southeastern 
area. The contracts provide for the sale of power to each of these municipali- 
ties, and for wheeling Buggs Island power to them when and if they desire it. 

We understand that Carolina Power & Light Co. also has signed long term 
contracts with Wilson and Rocky Mount, N. C., generally similar to those signed 
by VEPCO with Washington and Greenville. This tied the systems of Wilson 
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and Rocky Mount into the transmission network in the Southeast and will pro- 
vide for interchange of power and for taking care of relay and growth to meet 
the needs of those muncipal systems. 


SEPA’S NEED FOR UNSPECIFIED LINES FROM BUGGS ISLAND 


Secretary Chapman has stressed and reiterated before the committee the need 
for congressional approval on this budget request for appropriations to construct 
unspecified transmission lines from Buggs Island to so-called load centers in 
Virginia. VEPCO’s network surrounds Buggs Island in Virginia. Through- 
out its area, VEPCO’s system connects with and supplied cooperatives and other 
customers who would have preference under section 5 of the Flood Control Act of 
1944, as well as supplying the consuming public generally. 

In its wheeling offer to Southeastern, VEPCO has undertaken to provide any 
facilities that may be necessary for transmission of the entire Buggs Island 
output thorughout the VEPCO system. On such basis, VEPCO’s system would de- 
liver power both to the preference customers and to the consuming public gen- 
erally—to the VEPCO farmer as well as to the cooperative farmer. Southeast- 
ern cannot carry out that delivery throughout the area, even to the preference 
customers alone, without largely duplicating the VEPCO system. 

What Southeastern might next propose for Virginia transmission is not speci- 
tied and is not set forth in the budget requests, but in any event specific lines such 
as that first proposed to Suffolk and thence to Langley, and the projected future 
line to Chase City, could not, without going beyond that to network duplication, do 
the entire job of disposing of Buggs Island power to preference customers in the 
area. Ultimately at the end of such lines Southeastern must depend upon the 
VEPCO system for delivery of Buggs Island power, and use of that system from 
the bus bar at the dam to proposed terminals would eliminate entirely any need 
for any Government line construction. 

SEPA’s budget justification states that its program is geared to “maximum 
use of the existing facilities” section (23). That cannot be the case when the 
program would build to distant centers from which delivery must then be made 
over the VEPCO system, when delivery can be made from the Buggs Island bus 
bar over the VEPC®O facilities without construction to the distant centers. 

On the basis which the justification expressly recognizes, no Government lines 
are necessary. 

To the extent that the ultimate capacity of Buggs Island will require additional 
utility facilities which do not now exist, there will be existing facilities at such 
time as they may be needed. 

It has been frequently claimed for Interior Department transmission line re- 
quests that there is an established policy to build Government lines from Govern- 
ment dams to load centers. We find no such congressional policy. The law is, 
as provided in section 5 of the Flood Control Act of 1944, that, subject to appro- 
priation, the Secretary of the Interior is authorized to construct only such lines 
as are necessary for disposition of Government power conformably with the 
Standards provided in the act. Load centers are not a criterion established by 
Congress. 

Moreover, certainly in the areas surrounding Buggs Island the concept of line 
construction to “load centers,” from which power can be taken by preference 
customers, is illusory. The points at which preference customers in this area 
are located are widely scattered. VEPCO serves 16 of the 17 cooperatives in its 
service area. Any one cooperative may take its power from the VEPCO system 
at a number of scattered points, as many as a half a dozen. These delivery 
points are scattered from West Virginia to the sea, and from North Carolina to 
the Potomac. There are no load centers to which SEPA could build for wide- 
spread disposition of Buggs Island power as enjoined by the flood control act. 
There are, in fact, no significant load centers unless they be selected municipali- 
ties, or, the load centers of the power companies themselves. 

Thus, the line to Chase City itemized in section 29 of the justification, con- 
templated not for the 1952 fiseal year but for the future, could only be a con- 
necting link to transmission beyond, and not a point from which distribution 
systems would take delivery. 

In this connection, Secretary Chapman is wholly incorrect in the suggestion 
that VEPCO undertook construction of its Chase City-Buggs Island line “imme- 
diately upon learning that the Southeastern Power Administration had proposed 
a line to Chase City.” The company engineers recommended such a line in 
July 1948. Its advisability arose from increasing loads in that area, requirin,s 
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reinforcement by tie to VEPCO’s lines at Buggs Island which connect with 
Carolina Power & Light Co. to the south and lead through Roanoke Rapids both 
to the Carolina company and to VEPCO’s generating capacity at Roanoke Rapids 
and to VEPCO’s large plants to the east and north. This tie in VEPCS’s sys- 
tem between the lines intersecting at Chase City and at Buggs Island was released 
for construction in August 1950. 

For graphic illustration of the widely scattered area over which the Virginia 
cooperatives take power into their distribution systems I here exhibit a map 
showing these delivery points as of April 1950, a map introduced as one of the 
exhibits in the Old Dominion case before the Virginia State Corporation Com- 
mission. There, represented by blue dots all over the map, you can see where 
transmission must take power to serve the cooperatives. 


VEPCO’S WILLINGNESS TO DO THE JOB AND THE FAIRNESS OF ITS TERMS 


A. VEPCO’s willingness to purchase 

Since as early as February 1949 VEPCO has made known to the Department 
of the Interior—even before the existence of Southeastern Power Administra- 
tion—VEPCO’s willingness to buy any amount of Buggs Island power and dis- 
tribute it to the public cver the VEPCO system, which serves consumers at retail 
and also cooperatives, municipalities, and Federal agencies at wholesale and 
retail in the Virginia service area surrounding Buggs Island and in part of east- 
ern North Carolina. Such purchase would assure to all the benefits of Govern- 
ment power from Buggs Island. 

We deny that there is any basis for a fear of “bottling up’ Buggs Island power 
for lack of Government transmission. As to distribution of that power through 
VEPCO purchase, tLere is no substantial question as to the Buggs Island price, 
as that is fixed by law at cost. There can be no question of improper resulting 
profit, as VEPCO can earn only the regulated return from its own investment. 

Indeed, power from Buggs Island cannot be treated as cheap power jealously 
to be guarded by Government. From the Army engineers’ studies and from 
terms quoted by SEPA it is shown that the price must average over 9 mills. 
This price can be justified only when the power is used to carry peak loads in 
conjunction with steam generation in large quantities, such as is available on 
public-utility systems. The 204,000 kilowatts, which is the ultimate capacity 
of Buggs Island, would be available in a dry year for only about 4 hours per 
day and in an average year for about 8 hours per day. It may be utilized for 
its fullest economic value only at the top of the utility loads in an area in which 
there are high demands lasting only a part of a day. Such operation is the basis 
of valuation of the projects by the Army engineers in their reports to Congress 
for its decision whether to develop the projects. 

It is therefore the company’s view that purchase of the Buggs Island power 
by the company for general distribution would, in its area, best satisfy the 
distribution contemplated by the Flood Control Act. 

Even if the company had not offered to wheel, which it has, on the willingness 
of the company to absorb and distribute Buggs Island power by purchase, at 
the price fixed by law and earning only the compensation regulated by law, 
there is no justification for competitive, duplicating, and wasteful investment 
of public funds in Government transmission facilities. 

B. VEPCO’'s offers to wheel for the account of the customer 

VEPCO’s readiness to purchase and distribute Buggs Island power met with 
no encouragement from the Department of the Interior as to any part of that 
power until very recently. 

In September 1949 a plan was announced for utilization of Buggs Island power 

in Virginia through an REA loan of some $16,000,000 for construction of a 
cooperative transmission system of nearly 1,000 miles of lines superimposed 
upon the VEPCO network, and provision of the indispensable steam support of 
Buggs Island hydro power by construction of a cooperative steam generating 
plant of 30,000 kilowatts at the center of the system a few miles from VEPCO’'s 
large plant at Bremo. In view of the announced purpose of the plan to take 
juggs Island power to the cooperatives independently of the VEPCO system, 
and to provide firming energy from a separate steam plant. VEPCO proposed 
to provide a direct-wheeling service to the cooperatives, together with firming 
steam energy, with which this totally uneconomie duplication and waste of 
resources would be completely unnecessary. 
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The Southeastern Power Administrator stated his position in repsonse to 
this proposal in testimony given by him in Richmond in September 1950 in 
the proceedings, called the Old Dominion case, wherein the Virginia State 
Corporation Commission’s approval of the cooperative project was sought. Mr. 
Creim testified that VEPCO’s wheeling offer was meaningless to him. He said 
that by fixed Department policy he would never consent to the wheeling of 
Southeastern power by a private company for the account of a Government 
customer, or for the account of anyone except the United States itself. He 
did not describe any practical consequences that he had in mind in insisting 
upon his distinction. The only difference is that on this proposal by VEPCO 
the customer, rather than the agency of the Interior Department, would pay 
the wheeling and firming charges. The only apparent reason why SEPA, 
instead of the customer, must make the payment is that SEPA insists it must 
be so. The practical effect of placing the contract upon this basis rather 
than having both the wheeling charges and the payment for firming energy 
paid by the customer is that SEPA is placed in the power business generally— 
buying, selling, leasing facilities, chartering services, marketing steam as well 
as hydro power, and exchanging power. 

Fundamentally we do not understand why effectuation of the Flood Control 
Act requires, and on the contrary we believe it discountenances, general engage- 
ment in the power business by the Government for buying, selling, transmitting, 
and marketing steam as well as hydro power, when, on such a proposal as made 
by the Virginia company in September 1949, the hydro power can be marketed 
with all the advantages to the Government and to the customer of supplying steam 
power and transmission, without placing the Government generally in the business. 

Incidentally, since SEPA also, as we later discovered, insisted that it would 
not pay for wheeling and firming service in power deliveries to the company but 
only in money, the distinction SEPA here insists upon would compel Congress 
to grant the so-called continuing fund. This was requested in the budget at 
$200,000, explicitly to authorize SEPA to buy power and service, and to lease 
facilities—a fund to be continually replenished out of the SEPA sales from its 
marketing. The House committee did not report favorably on this request. 
it cut the amount to $50,000 and limited the use of the fund to emergencies only, 
stating as follows in its report (Congressional Record, House, vol. 97, No. 72, 
p. 4251) : 

“The committee did not agree to this proposal, since it involved the authoriza- 
tion to use power receipts to rent transmission lines and to purchase power gen- 
erated from steam or other sources. However, the committee did recognize the 
desirability of some kind of fund to finance the operation of Government facilities 
in the area in case of emergencies. Therefore, it has included in the bill a fund 
of $50,000 which would finance emergency situations, but only emergency 
situations,” 

The fund as requested without this limitation to emergency is, as the com- 
mittee is fully aware, a highly controversial issue in the Southwest where the 
fund has been utilized by the Interior Department to take control of REA- 
financed steam plants and transmission lines when Congress had denied such 
facilities to the Interior Department. 

C. By wheeling for the account of SEPA 

After Mr, Creim, in September 1950, vetoed any contract for wheeling for the 
cooperatives in which they would pay for the service, VEPCO, beginning in 
November 1950, has made innumerable efforts to work out satisfactory wheeling 
on the basis which Mr. Creim insisted must be observed—with Southeastern 
rather than the customer paying for the service. 

Proposals, counterproposals, text, and countertext have been exchanged; meet- 
ings have been held in Elberton, Ga., in Richmond, Va., again in Elberton, and 
again in Richmond, ete. I think what matters now is the ultimate position 
reached, 

Although in these negotiations VEPCO has sought to arrange satisfactory 
wheeling on the basis which Mr. Creim insisted must be observed, it found in 
the very beginning of the negotiations, and in the end, that Mr. Creim, for 
Southeastern Power Administration, insisted that wheeling must be only from 
the end of Government transmission lines to be constructed to a distance from 
Buggs Island. This we conceived to be the very thing that wheeling, in the 
policy approved by this committee and the committee of the House, should make 
unnecessary. 
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At the beginning of negotiations in January, the lines from the ends of which 
SEPA proposed to deliver to VEPCO for wheeling were lines to Chase City, 
about 16 miles from Buggs Island; to Suffolk, about 113 miles from Buggs Island 
and two-thirds of the way along the route to Langley Field; and to Chesterfield, 
about 76 miles from Buggs Island and at the heart of the company’s system 
where major generating plants are located. 

Only once, in a short session of so-called compromise proposal, did SEPA’s rep- 
resentatives propose that wheeling should take place without Government lines 
other than short stub lines to extend not more than 2 miles from Buggs Island. 
Principally because of the failure to agree on the main bone of contention, the 
wheeling fee, the compromise offer by SEPA was withdrawn, and its position 
remains now as at the beginning, that any wheeling must be from the ends of 
Government lines. 

Whereas the Interior Department has time and again insistently urged upon 
Congress that it must have appropriations for transmission-line construction 
in order to get wheeling agreements which will make the construction unneces- 
sary, its insistent position with VEPCO has been that it must have not only a 
satisfactory wheeling agreement but must proceed also with the construction of 
transmission lines as well. 

What is more, SEPA has insisted that it should pay 1 mill, and no more, for 
wheeling from the end of the Government lines—and that is the same figure which 
SEPA proposed it would pay in the compromise proposal of March 30 for wheeling 
without any Government lines. We cannot make sense of this. 

VEPCO has offered 2 mills for area-wide wheeling from the bus bar, without 
need for any Government construction. Yet SEPA’s compromise offer of March 
30, the one time it proposed to abandon lines longer than 2 miles, still insisted 
on a wheeling fee of only 1 mill. By construction of the long lines to the pro- 
posed remote delivery points, SEPA could not save the Government the dif- 
ference between the 1 mill it asks and the 2 mills VEPCO offers. On our 
analysis, SEPA’s own carrying charges for the radial lines would be 1.31 mills, 
which with 1 mill further to VEPCO for wheeling beyond the ends of the radial 
lines would cost SEPA 2.31 mills as against VEPCO’s offer to wheel from the 
Buggs Island bus bar throughout the area at a at 2 mills. What appropriate 
purpose is accomplished by Government lines on this basis is certainly beyond 
our comprehension. 

I should add that a major feature of VEPCO’s proposals to SEPA in these 
wheeling negotiations has been to supply the indispensable firming steam energy 
which would assure the full marketability of Buggs Island power up to its total 
eapacity. Energy from VEPCO’s steam plant has been offered for this purpose 
at the highly favorable rate of production cost plus 1 mill on-peak, and off-peak 
at average fuel cost only. Moreover, VEPCO’s proposals have offered to turn 
over to the Government any customer, on VEPCO’s transmission system, having 
sufficient load, given preference by the Flood Control Act—that is, any coopera- 
tive, or any municipality on the transmission system, or any Government agency 
having sufficient load and on the transmission system. All SEPA need do is 
to sign up the customer for the sale of Buggs Island power, and VEPCO, under 
its offer, will carry it and supply all additional steam energy necessary to firm 
the Buggs Island hydro power to carry the customer’s load in the VEPCO service 
area. This, we earnestly submit, is a far cry from “bottling up” Buggs Island. 

The major disagreement on which wheeling negotiations have broken down 
has been the difference between SEPA’s arbitrary, unsupported, and insistent 
demand of 1 mill and VEPCO’'s offers of either a graduated zone charge of 
one-half mill for the first 50 miles and 1 mill for each succeeding 50 miles 
from Buggs Island, or a flat charge of 2 mills for area-wide wheeling delivery. 

On the question whether this difference affords any justification for Govern- 
ment expenditure for construction of transmission lines in duplication of and 
in subsidized competition with utility facilites, we earnestly submt that we 
believe all will agree that thre factors should determine what is a proper wheeling 
charge—that is: (1) What is the company’s own transmission cost? (2) What 
would be the cost to the Government to do its own transmission? (3) What 
charges have been approved and agreed to by Government elsewhere? 

We are convinced that on all three factors VEPCO’s proposals are justified, 
and on none of them is SEPA justified in insisting that either the service must 
be provided for a lesser charge or the Government must construct transmission 
lines. Let us look at the facts. 

(1) The company’s own transmission cost.—In spite of its insistence on a 1-mill 
wheeling charge, SEPA has offered no single shred of data or evidence to back up 


¢ 
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its contention that such a charge is proper or compensatory. Instead it appears 
to rely on repetition of the assertion to carry conviction. VEPCO, by contrast, 
has shown SEPA engineers the computation of VEPCO’s actual transmission 
costs, and we believe they are convinced that this average cost per kilowatt-hour 
is about 2 mills. 

Taking into account lower voltage deliveries to the cooperatives who would be 
served from Buggs Island on VEPCO’s wheeling proposal, at the flat 2-mill rate 
VEPCO has, indeed, offered wheeling at less than VEPCO’s cost for this service. 

I exhibit here a tabulation computing our transmission costs at 1.9 mills, and 
a further tabulation, this one admittedly based to a considerable extent on 
estimate, analyzing the additional costs of distribution facilities involved in 
delivery to the cooperatives as 0.9 mill. We expect to be able to reduce the latter 
cost substantially but never to eliminate it. 

(2) The Government’s own cost to do its own transmission.—Over the lines 
which SEPA proposed to construct according to its wheeling proposal to us of 
January 15, 1951, transmission of the 68 percent of Buggs Island power which 
SEPA has proposed to allocate to our area would, even on Government financing, 
cost 1.31 mills. Then there is the further cost of taking the power from the 
ends of these lines to the Government's customers. SEPA offered us 1 mill 
io do this. On that basis SEPA’s transmission cost for Buggs Island power 
would be the sum of these, or 2.31 mills. 

You may be interested in the cost through REA financing. Based on exhibits 
filed by the Old Dominion Electric Cooperative in its case, Old Dominion’s cost 
of transmission alone on its proposed system would have been 3.19 mills on the 
estimated 1953 loads, and 2.18 mills on their optimum load estimated in 1958. 
Since, alternatively to our 2-mill offer, we have proposed zone charges in each 50 
miles up to 200 at 44, 114, 2%, and 3% mills, our charge to the 11 Old Dominion 
cooperatives would work out at an average of about 1.75 mills. 

(3) What the Interior Department has accepted elsewhere.—lIn its first pro- 
posals to SEPA to wheel for account of that agency made in November 1950, 
VEPCO proposed rates calculated to be exactly the same as the Montana and 
Colorado contracts, at 1 mill for each 50 miles. 

In the course of the protracted negotiations VEPCO offered five different modi- 
fications of this original wheeling-charge proposal in an effort to arrive at a 
solution of this major difficulty. 

First, VEPCO changed from payment in power and energy to payment in 
money at exactly the rates in the Montana and Colorado contracts. The second 
change was a cut of one-half mill per zone which would have resulted in an 
average wheeling cost to the cooperatives of 1%, mills and to NACA of 2% mills. 
The third change was a flat-rate charge, regardless of distance, of 2 mills per kilo- 
watt-hour The fourth was to submit the question to the Federal Power Com- 
mission and allow that body to fix the charge; and the fifth was to submit the 
question to a group of three experts—one to be selected by VEPCO, one to be 
selected by SEPA, and the third to be the Chief of the Power Bureau of the Fed- 
eral Power Commission, each of the parties, in case either of the last two offers 
were accepted, to be bound to accept the figure arrived at by the group. SEPA 
has accepted none of these offers but continues in its insistence on a 1-mill 
charge, unsupported by any data or evidence. 

Secretary Chapman concedes the execution of wheeling contracts with the zone- 
type rate. His statement to this committee, however, stressed delivery by Gov- 
ernment to the utility under such contracts at preference customer load centers, 
and stressed the wheeling within the first zone. In fact, the conspicuous zone 
contract in Colorado has been made where 64 percent of the energy wheeled to 
preference customers is to delivery points in the third zone—that is, 100 to 150 
miles from the point of Government delivery to the company. The wheeling 
compensation will average more than 24% mills. It is interesting to note here that 
the Government charges the company for wheeling over Government lines to two 
points of between 50 and 100 miles distance a rate of 2 mills. 

The Oklahoma contract, on the other hand, is a uniform area rate contract. 
Government pays 14 mills per kilowatt-hour plus one-half kilowatt for each 
kilowatt wheeled by the company. This type of contract is difficult to evaluate, 
but we calculate the compensation to be more than 2 mills. 

The only precedents we know of for 1-mill wheeling contracts are two in the 
Dakotas—one a contract with Otter Tail Power Co., the other with Northwestern 
Public Service Co. One of those contracts, however, specifically limits wheeling to 
an area extending no more than 50 miles from the points of delivery to the 
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company. The other is specifically limited to specified counties, likewise limiting 
the wheeling to approximately 50 miles from each point of delivery to the com- 
pany. 

There has been much talk of the very recent Pacific Gas & Electric Co.’s con- 
tract and what is asserted to be its rate of 1 mill for wheeling. That contract is 
wholly inapplicable to the SEPA-VEPCO situation for two reasons. The first of 
these is that it is a contract for wheeling only, and the company wheels only such 
power as the Government delivers to it. The contract does not provide for any 
firming of hydro generation with steam-generated power, and without such firm- 
ing the Buggs Island development has a very drastically reduced value, being 
able in a dry year to generate only about 46,000 kilowatts at the normal customer 
load factor of 50 percent. The second reason is that, even though the contract 
in terms covers the entire area, 90 percent of the existing load to which the 
Pacific Gas & Electric Co. might wheel Government power is located within 50 
miles of the point where Government power is delivered to the company, whereas, 
in the VEPCO area, only 22 percent of the cooperative load is within 50 miles and 
48 percent of the cooperative load and practically all the Government agency 
loads are more than 100 miles from the delivery point. Even so, the wheeling 
charge in the Pacific contract is not a 1-mill charge. There are additional 
charges under certain conditions, depending on loads and voltages. We have 
applied the Pacific wheeling rates of that contract to the cooperatives in the 
VEPCO service area and to NACA. Under them the cooperatives would pay an 
average wheeling rate of 1.34 mills per kilowatt-hour; and, if NACA were in- 
cluded, this average rate would be increased to 1.97 mills per kilowatt-hour. 

In the end, the long and short of this comparison between Vepco’s proposals 
and what the Interior Department has elsewhere agreed to was consummated by 
VEPCO’s categorical proposal to accept the wheeling charges contained in any 
major contract covering wheeling and firming of power executed by the Depart- 
ment of the Interior. (See exhibit.) We do not see what else we can be expected 
to do, or how there can be justification for any claim that because of exorbitant 
demands SEPA must be given millions in public money to construct duplicating 
and wastful transmission lines which, indeed, will be inadequate for the purpose 
of disposing of Buggs Island power. 

The position thus taken by VEPCO was referred to by Representative Gary on 
the floor of the House in the debate on SEPA’s budgets. ‘To set at rest all ques- 
tions, VEPCO formally confirmed this position by wire to Mr. Gary and to Mr. 
Creim. Secretary Chapman has criticized this communication as inappropriately 
an offer to a Member of the House which should have been made to the Interior 
Department agency itself. It was made to that agency. 

To sum up this comparison of what Vepco offers and what has been done else- 
where, I quote this communication in full as follows: 


RICHMOND, VA., April 27, 1951. 
Mr. Ben W. Creo, 
Administrater, United States Department of the Interior, 
Southeastern Power Administrator, Elberton, Ga.: 

We wired today Hon. J. Vaughan Gary, House Office Building, Washington, 
D. C., as follows: 

“You stated on the floor of the House on April 24, at page 4897 of the Con- 
gressional Record and repeated at page 4403, that VEPCO had offered to accept 
the wheeling charges contained in any major contract covering wheeling and 
firming of power that had so far been approved by Interior Department. I 
understand that Pacific Gas & Electric Co. contract is being urged by electric 
cooperatives and Rural Electrification Administration as meeting this con- 
dition. We have studied the Pacific Gas & Electric Co. contract and find it 
wholly inapplicable to the SEPA-VEPCO situation because it provides for no 
firming of Government power with steam-generated power without which the 
Buggs Island high peaking capacity would be of little value and because the 
Government loads in the California case are highly concentrated, 90 percent 
of the existing loads being within 50 miles of the Government's delivery point at 
Tracy, Calif., as compared to the widely scattered Government loads, most of 
them far removed from Buggs Island to be served in the VEPCO service area. 
This Pacifie contract is a contract to wheel only. We reaffirm that we will wheel 
to SEPA’s customers for the wheeling charges contained in any major contract 
covering Wheeling and firming of power. Specifically, we would accept the 
wheeling charges in the Montana Transmission Service contract (Fort Peck), 
the Colorado contract, the Oklahoma contract, or the Texas Power & Light 
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contract. VEPCO is willing to wheel power to SEPA’s customers at its average 
transmission cost. SEPA has rejected Vepco’s suggestion that this cost be de- 
termined by the Federal Power Commission. Vepeo reaffirms that offer and 
makes this further suggestion as a possible means of resolving the matter: That 
this cost be determined by a panel of three experts—one to be appointed by 
SEPA, one to be appointed by VEPCO, and the third to be the Chief of the Pow- 
er Bureau of the Federal Power Commission. We are sending a copy of this 
telegram to Mr. Creim as a definite proposal to SEPA.” 
J. G. Horirzcraw, 
President, Virginia Hlectric & Power Co. 

This committee will recall that in its report to the Senate on December 21, 
1950, recommending elimination of the initial $1,850,000 appropriation for the 
Buggs Island-Langley Field line, the committee concluded as follows: 

“If fair and reasonable offers are not made by the company, the committee 
on the next appropriation bill will recommend appropriations for the construc- 
tion of these facilities by the Southeastern Power Administration. The com- 
mittee wishes to serve notice now that if fair and reasonable offers are made by 
the company and are not accepted by the proper governmental agencies, the 
committee will on the next appropriation bill seek to ascertain why such agencies 
have not cooperated in carrying out the committee’s direction. 

“The power companies in Texas, Oklahoma, and Montana have entered into 
wheeling agreements with the Interior Department that are satisfactory to the 
yovernment and all concerned, and there is no reason why such cooperation can- 
not be attained between the Virginia Electric & Power Co. and the proper gov- 
ernmental agencies. The committee expects this to be done and that without 
delay.” 

We do not believe that this committee then intended or intends now to permit 
Secretary Chapman to sit in his office and arbitrarily dictate that there must 
be a 1-mill wheeling charge regardless of cost of rendering the service and 
regardless of contracts made by the Interior Department with other utility com- 
panies under similar conditions. 


VARIOUS CONSIDERATIONS STRESSED BY INTERIOR 


Secretary Chapman referred to the ruling of the Virginia State Corporation 
Commission on the Old Dominion proposal to construct approximately 1,000 
miles of transmission lines and build a steam plant with REA financing to utilize 
Buggs Island power through a superimposed new system financed with public 
money. The Virginia commission denied Old Dominion’s application for ap- 
proval. The denial was squarely on the ground that, over the 35-year life of 
the proposed loan, power through that means would cost the cooperatives some 
$22,000,000 more than by purchase from Vepeo upon Vepco’s filed rate for co- 
operatives of 7% mills and was contrary to the public interest. For your infor- 
mation and interest, I would like to submit with my statement a copy of the 
final deciison of the Virginia commission. 

In the hearing given Secretary Chapman, Senator Ellender indicated his un- 
derstanding that the Virginia commission denied the Old Dominion application 
because its steam power cost more than power purchased from Vepco. It 
denied the application because the total power cost through Old Dominion, 
including its steam cost, its transmission cost, and its cost for Buggs Island 
hydro, would be far greater than the cost to the consuming cooperatives for 
purchases from Vepco. 

In connection with the Old Dominion controversy, the cooperatives have made 
many claims that in exhibits 170 and 170-A, introduced in that case, VEPCO dealt 
in terms of a 1-mill wheeling rate in connection with its 1949 offer to wheel 
on account of the cooperatives. That rate was never in fact offered. The offer 
was to wheel at a rate mutually agreed upon or as fixed by the Federal Power 
Commission. A 1-mill rate was used in the exhibits as an arbitrary assumption 
for the purposes of analysis. The commission ruled the wheeling offer out of 
consideration because of Mr. Creim’s position, holding it therefore a “dead 
duck” (Op., p. 43). But, more importantly, the wheeling rate assumed by the 
exhibits formed a part of a proposed contract which was altogether different 
from the contract currently under negotiation with SEPA. In brief, the wheel- 
ing service there was tied in with sales of firming requirements by VEPCO to the 
cooperatives at the rate of 7144 mills per kilowatt-hour, as against the entirely 
different firming sales in the present SEPA offer geared barely to average costs. 
The return to Vepceo from the entire contract offered the cooperatives, even with 
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a 1-mill charge, would be as much as, or something more than, the total return 
under the present wheeling and firming proposals to SEPA with either the 2-mill 
or the zone-rate basis. Let me wind up any controversy as to the 1-mill wheeling 
rate to cooperatives and those exhibits by stating flatly, as we have advised the 
cooperatives, that if they will take service according to all the terms and assump- 
tions stated in exhibits 170 and 170—A we are willing to make the wheeling rate 
of 1 mill applicable to power wheeled by Vepco from the Buggs Island project 
to the REA cooperatives, 

On another incidental point, the conclusion Secretary Chapman expressed to 
this committee—that SEPA is responsible for VEPCO’'s decision to build a $16,- 
000,000 power plant at Norfolk and connect this plant to the Langley Field 
area—is wholly incorrect. VEPCO has known for several years that Tidewater 
area loads were approaching the size where a new source of power for that area 
would be necessary. Nearly 3 years ago it decided that the time had come to 
start on developing such a source and, to prepare to meet this need, filed with the 
Federal Power Commission its application to develop a hydro site on the Roanoke 
River at Roanoke Rapids, intending to tie this development into its system in the 
Tidewater area through hanging another transmission circuit on existing towers 
from Roanoke Rapids to Suffolk. Mr. Chapman and the Department of the 
Interior were so active and successful in their efforts to prevent issuance of the 
necessary license that the company’s engineers recommended in April 1950 con- 
struction of a new steam plant near Norfolk. Company officers were reluctant 
to authorize this construction but finally concluded in January 1951 that the 
Roanoke Rapids development had been so much delayed that construction of it 
could not be completed in time to take care of Tidewater power needs, and 
proceeded to authorize the new steam station at Gilmerton. Once the decision 
to build the plant was reached, completion of the transmission loop from Chester- 
field to Suffolk, to Hampton and back to Chesterfield, something that the com- 
pany’s engineers had long been studying, was a next natural step. Not SEPA 
but the delaying tactics of Interior in the Roanoke Rapids case are responsible 
for the building of this Gilmerton plant at this time. Final decision in the 
Roanoke Rapids case is even now being delayed by the appeal taken by the 
Secretary to the Federal court. 

Secretary Chapman made certain vague charges against the action of the 
Federal Power Commission in issuing the license to VEPCO to develop Roanoke 
Rapids. We are sure this is no place to try that case which has been decided 
on January 26, 1951, aguinst the Secretary by the Commission, the agency estab- 
lished by the Congress to weigh the questions presented. We stand upon the 
record there made and the decision reached. 


CONCLUSION 


Transmission appropriations have here been urgently requested to give the 
Interior Department burgaining power with the alternative of line construction. 
We earnestly submit, in view of the record as it has been made for the disposition 
of Buggs Island power, that the request should be denied by the Senate just as 
it has been denied by the House. 

Senator Haypen. You would like to be notified after 30 minutes 
have elapsed ? 


DIVISION OF TIME 


Mr. Moore. We have a problem here on this time matter. We have 
agreed between these companies on the division of the 2 hours be- 
tween five companies. It is understood that Mr. Cocke of Charlotte, 
N. C., will speak for Duke Power Co., and will take 15 minutes. As 
to the other hour and three-quarters, I appear for Virginia Electric; 
Mr. Sutton will appear for Carolina Power & Light, and Mr. Cocke, as 
I mentioned, for Duke Power, and then Mr. McMeekin for South 
Carolina Electric & Gas Co. We cannot control the extent to which 
the members of the committee may desire to ask questions. We will 
try to stay within our bargain. 


&3686—51—pt. 1 63 
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Senator Haypen. The committee will try to see that everyone is 
heard this afternoon. 

Mr. Moore. I failed to mention the last and very important speaker, 
Mr. Branch, one of the persons who represents Georgia Power and 
the southern companies, who is in that time limit. We are going to 
divide equally in that group. 


GENERAL STATEMENT 


Mr. Chairman, my name is T. Justin Moore, and my home is in 
Richmond, Va. I am vice president and general counsel of Virginia 
Electric & Power Co., and also a member of the law firm of Hunton, 
Williams, Anderson, Gay & Moore, of Richmond, Va. I am appear- 
ing on behalf of VEPCO. 

Spokesmen for these companies I mentioned from the Southeast 
were heard before the Subcommittee on Appropriations of the House, 
in opposition to the appropriations here sought by Southeastern, which 
we commonly call SEPA, and that was on March 5 last. 


HOUSE ACTION 


On May 2 the House voted 248 to 149 to eliminate all appropria- 
tions sought by Southeastern for construction of transmission lines. 

On the transmission-line appropriation request here involved, the 
sole question, as we see it, is whether there is need or justification for 
the Government to go into the business of transmitting and distribu- 
ting the surplus power from Government flood- control projects or 
whether the power companies and the utility systems can more effi- 


ciently and properly do the job. 

We have no question of private groups taking profit, either of 
natural resources or Government investment. The idea is that the 
companies are permitted by State and Federal regulatory commis- 
sions to earn only a fair return on their investment, which is their 
transmission network. The principal theme which Secretary Chap- 
man undertook to develop before your committee was on the ques- 
tion as to a need for specific transmission lines. He contended that, 
if these a »propris ations were eliminated, then the Buggs Island power 
and the Clark Hill power would be bottled up. We want to reply 
very directly to that contention. 

As we see it, the Government’s price for its power is not an im- 
portant issue here, so far as the power companies are concerned. That 
price is practically fixed by law. If the Interior Department does 
a job like section 5 of the Flood Control Act says they must do, that 
is, sell the power at a cost which will amortize the investment in 
the proper number of years, there is no question as to an excess profit. 
The consumer must receive the power delivered to the utility systems 
at a charge which will yield the utility only a fair return on its in- 
vestment. 

CASE FOR UTILITY COMPANIES 


So, the case for the utility companies, Senator Chavez, as you 
mentioned, is simply this: We say that no Government lines ‘are 
necessary to meet the requirements of the Flood Control Act and 
none are justified under that act. Utility systems provide the means 
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of disposing of the power from Government dams_conformably 
to the standards expressed by law. Indeed, with the lines proposed 
by Southeastern, they must depend on the utility systems to make 
delivery from the end of those lines of the greater part of Buggs 
Island and Clark Hill power. So it seems to us inevitable that the 
question as to the need of Government lines breaks down into two 
questions: First, as to the physical sufficiency of the fac ‘ilities to do 
the job; second, to the willingness of the utilities to do it on fair 
terms. 

Senator Cuavez. May I interrupt you there? 

Mr. Moore. Yes. 

Senator Cuavez. If that is the case, what would you say to the 
statement made by someone before the committee that notwithstand- 
ing exorbitant prices, it did not bring adequacy of power supply? 
If you are in position to deliver the power, why are you not de- 
livering the power now ¢ 

Mr. Moore. So far as my company is concerned, there is certainly 
no basis for that suggestion, as I am going to show you as I go 
along. I am not speaking for anyone except my own company. I 
am going to show you there is not the slightest basis for that sug- 
gestion. I thing the reference you had in mind was to a small com- 
pany down in the lower part of North Carolina. 

Senator Cravez. They said in.some places they were paying 16 
mills and they were not getting the pows - necessary. 

Mr. Moore. That is right. I do not know the facts about that. 
T am not speaking about that. I would like for Mr. Cary to point 
out to you the main facts on our maps which are here. 


MAIN ELECTRIC TRANSMISSION SYSTEM 


The first one is marked “Main Electric Transmission Systems” 
in these States. You will find on those maps a complete showing 
as to what those systems are. You will see how closely integrated 
they are. That map shows the transmission network actually inte- 
grated into the capacity of the system there. It reaches every im- 
portant load center. It does supply important power and energy to 
ull customers. As the utility representatives will show, the com- 
panies have under way construction programs that will be adequate 
to take care of future loads in the area 

The second map there is similar to the one on the board. 

Senator Ciravez. That should be explained at the moment. That 
is one that the committee would be interested in. 

Mr. Moore. As you will see, that is practically like the map against 
the wall over there. The Secretary has withdrawn his request for the 
appropriation for the line from Buges Island to Suffolk and Langley 
Field, as you see up there in the Virginia section of the map. That 
leaves in the appropriations here requested, so far as Virginia and 
North Carolina are concerned, with which we are primarily concerned, 
this line from Buggs Island to Wilson and Kinston, as all that is left. 
All of that down below there in South Carolina and Georgia is just 
left as it was in the original request. 

The third map is an interesting map. That shows you how these 
proposed lines of Southeastern cut through the transmission network 
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of the private companies. That is the purpose of that map. You see 
how they cut through that integrated system. 

The fourth map shows the system of VEPCO. That system is on 
the board here. 

Will you show that, Mr. Cary? The Langley Field line has now 
been eliminated. 


LANGLEY FIELD LINE 


Mr. Cary. The Langley Field line is shown in this double red line 
from Buggs Island across country to Suffolk and then across to Lang- 
ley Field here on the map. The other lines there shown in color are 
the lines that are included in the present and future plans of South- 
eastern, not necessarily in the present appropriation request. 

. Senator Cuavez. What are the dark ones? Are those the ones 
SEPA has in mind? Those are the contemplated ones ? 

Mr. Cary. These red ones are the same ones you see on the South- 
eastern map, except we show some future lines, such as the one from 
Goldsboro down to Ingold, which are not in this request. 


LANGLEY FIELD CONTRACT 


Mr. Moore. I would like to say a word about this Langley Field 
contract. I think the facts have not been adequately hteendiod ¢ 
about that. 

As you know, the last Congress finally authorized $1,850,000 as the 
initial appropriation on that line. After the Senate voted against the 
request, and in the necessity of that last day of that last session, the 


o you 


Senate acquiesced with a “moral obligation” that none of that money 
was to be spent unless it developed that the Southeastern Administra- 
tion could not get a fair contract. In spite of that, on April 4, the 
Secretary announced he was beginning surveys for construction on the 
theory he could not get a fair contract. 

On May 3, very shortly after the House hearings, NACA delivered 
to the power company a signed contract for the supply of their require- 
ments for a term of 10 years from the time that NACA was able to 
receive 50,000 to 70,000 on-peak and 150,000 kilowatts off-peak. 

There has been much said about an original request in 1947 that the 
company suggested that Langley Field, NACA, put up about $4,000,000 
for the building of lines into that area. As we have tried to make clear 
time and again, that was at a time when there was a great deal of talk 
of the possibility of moving NACA from that very vulnerable spot 
where it is. We simply said that we think you ought to put up that 
money with it being refunded on an annual basis at the rate of 10 
percent of the bill, which was not in any sense the kind of a thing 
they have been picturing it to various committees. That is what really 
happened. 

The interesting thing was that NACA signed the contract on May 3, 
using the very rate they had been on for years. We never knew until 
the day of the hearing, Senator Hayden, before your committee, on 
December 19, what rate Southeastern had quoted Langley Field. We 
got that information in that hearing. We realized right there that 
the very rate they were on was a better rate. We went back to Rich- 
mond, made them an offer, based upon Southeastern’s rate, either that, 
or our rate, or three other options. They signed up on the same rate. 
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Senator ELtenper. What was your rate before you found out about 
the Southeastern offer ? 

Mr. Moore. I do not recall the details of it. 

Senator ELLeNpER. It was less advantageous to the Government ? 

Mr. Cary. No. 

Mr. Moore. They took the very same rate they had been on, and they 
saved about $80,000, by making the new contract on that rate, as com- 
pared with the price they would have paid under Southeastern’s offer. 


BUGGS ISLAND POWER LINE 


Passing on to another subject, as you will see, from the VEPCO 
map, two of these 110,000-volt lines from Buggs Island extend down 
to North Carolina to connect with the system of the Carolina Power 
& Light Co., running directly south, and the other one extending to 
Roanoke Rapids. 

Senator Ellender, I believe you were interested in those two little 
pieces of that line that our company acquired some time ago. That 
Was very much misunderstood, 

Senator ELLeNvER. It came up in discussion. 

Mr. Moore. I want you to understand what happened. Carolina 
Power & Light Co. had a subsidiary company. They owned the dam- 
site at Buggs Island. 

After the Government authorized the Buggs Island project, the 
Government started condemnation proceedings and acquired that 
dam site. It stood on the company’s books at about $1,500,000. That 
left that little company just owning that line, or those stub lines up 
in Virginia. So the problem was: Shall they keep the company alive, 
just owning those two little stubs ¢ 

They finally decided that they did not want to keep a separate 

company just for that. 

We suggested that they transfer it to the Carolina Co. on the theory 
that would be interstate commerce, and free from local regulation. 
They decided they would be subject to regulation by another State 
commission, for issuance of securities, making reports, ete., and did 
not want to take the line over. So we said, “We will take it over then 
at the actual cost.” It was tr ansferred tous. That is all there was to 
it. They have had the line for 25 years. 

Senator Evtenper. It was not built in anticipation of that ? 

Mr. Moore. No, sir; there is not a thing in the world out of order. 
We filed an application before the Virginia Commisison for that. 
That is all there is to that. 

As to these lines down below here on the map, Mr. Sutton is going 
to talk about that in more detail. The main facts are that after Car- 
olina’s generation station at Goldsboro was placed in operation, and 
they have a new one there now, there were some 15,000 kilow: atts being 
used there, leaving 35,000 kilowatts unused capacity in those lines 
for transmitting Buggs Island pore to the Goldsboro area. 

There is another inter resting fact here. Mr. Eardley was talking 
about being able to get all this municipal back-up of power yesterday 
afternoon. 

Senator ELLenper. You mean through these municipal systems? 

Mr. Moore. Wilson and Rocky Mount. Yes. The facts are that 
Wilson and Rocky Mount had signed up with the Carolina Power & 
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Light Co. about 6 months ago for an interconnection and interchange 
of power. So that is not open in this area 

Within the last month the other two main towns below there, Wash- 
ington and Greenville, have signed with VEPCO for 20 years. I do 
not know where else he has to turn for municipal plants, except maybe 
this rather small town of Kinston. Those are the facts. 

Senator ELLenper. Out of Kingston there are two or three coopera- 
tives there. 

Senator Haypen. I believe there are five. 


QUESTION OF EXTENT OF DISTRIBUTION OF PUBLICLY DEVELOPED POWER 


Senator Extenper. How do you expect those five cooperatives to 
continue obtaining electricity unless the power from Buggs Island 
or some other source is provided ? 

Mr. Moore. I think you will agree that is primarily a problem for 
the Carolina Power & Light Co. Mr. Sutton will speak about that. 
They have a problem there. I donot think there is any question about 
that. 

Senator Ex.enper. Are you not of the opinion that in order to 
distribute this publicly developed power that it is incumbent for the 
Government to build lines to central distribution points so all those 
entitled to it can get access to this cheap power’ Do you not believe 
that ? 

Mr. Moore. It depends on what you mean by load centers. Our 
position here is this: I am going to show you in a moment, if the 
Interior Department is given all the appropriations here that they 
are asking for to build the lines, or to make the surveys in Virginia 
and in North Carolina, it is clear there is not a single additional 
kilowatt-hour oon be made available to a Virginia or North Caro- 
lina co-op and not 1 cent cheaper power could be gotten under that 
arrangement than is available to them today, so far as the whole 
VEPCO area is concerned, which takes in all that Virginia area and 
down through northeastern North Carolina as far as our lines go. 

Senator ELrtenper. I wish you would give me your views on that. 

I do not believe they will build many dams with public funds and 
le t private enterprise take it from the bus bar. 

Mr. Moorr. We are not contending for any such thing. We take 
this position about this load-center point: We say that in the area 
surrounding Buggs Island the concept of line construction to “load 
centers,” from which power can be taken by preference customers in 
this situation, is illusory. VEPCO now serves 16 of the 17 cooper- 
atives in our service area. Any one cooperative may take its power 
from VEPCO’s system at a number of scattered points—as many as 
half a dozen. These points are scattered from West Virginia to the 
sea and from North Carolina to the Potomac. There are no load 
centers to which Southeastern could build for widespread distribution 
of Buggs Island power in any real way without just arbitrarily picking 
out a company load center as some city which we are serving. 

They mentioned something about a line we built from C hase City 
to Buggs Island, and the suggestion made by Mr. Chapman was that 
we did that because of the proposal they would do that. As a matter 
of fact, as far back as July 1948, the company hé " ree that very 
line. It arose from the increasing loads in the area which required 
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reinforcement to VEPCO’s lines at Chase City. We have lines there 
going up to Chase City. 

We have another map here I would like to distribute in a moment 
which illustrates the widely scattered area over which the Virginia 
cooperatives take power. I believe you have that in the set of exhibits 
before you. It is marked “1950, present transmission network.” You 
will see how widely scattered those de ‘livery points are. The blue dots 
will show that. 

When you look at the actual facts, you see there are no logical load 
centers, unless they are just built arbitrarily to the company’s load 
centers. They are just scattered all over as far as we are concerned. 


AGREEMENT FOR WHEELING POWER 


Senator Haypen. The testimony before this committee is that so far 
as the cooperatives in Virginia are concerned, they do not want the 
Government—or see any necessity for the Government—to build any 
transmission lines in Virginia, provided a satisfactory agreement can 
be reached between the power company and the Government for 
wheeling power. 

Mr. Moore. That is right. 

Senator Haypren. That is all that is left in this issue. It is the 
wheeling agreement. 

Mr. Moore. I am coming to that. That brings you to the wheeling 
problem. 

It is spelled out in much more detail in my written statement. I 
am short-cutting this here because of time, but I have tried to show 
you the main facts on this load center problem. The only load centers 
which would be built up are such as our load centers at Richmond, 
Suffolk, or Chase City, which they proposed to do, but which there 
is no need of doing. I want to come to the crucial point about this 
wheeling charge. 

Senator Eittenper. As I understand it, there is not any effort being 
made to build, on the Virginia side, except those two stubs? 

Mr. Moore. That is right. 

Senator ELLENpER. To which you do not object ? 

Mr. Moore. We do object to the building of any of those lines. 

Senator Cuavez. You mean into Virginia ? 

Mr. Moorr. We object 2 the building of any transmission lines. 
We do not think there has been any showing made that would justify 
the building of them. 

Senator Cuavez. Even those stubs marked on this map? 

Mr. Moore. There is no need of them at all. 

Senator ELtenper. Is it your view that your company should come 
directly to those dams and just take the power from the Government ? 

Mr. Moors. That is the sound economical thing to do, and then 
wheel it wherever they have got preference customers. That is what 
we have offered to do. 

Senator Cuavez. You heard them testify less than 20 minutes ago 
that if you did that, and wheeled the power to where they needed it 
over those short lines, they would not care if you had the contract ? 

Mr. Moorr. As a matter of fact, they offered in the compromise con- 
ference we had, to not build but just 2 miles, so it evidently is not so 
awfully important in their thinking. 
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Senator CHAVEZ. Probably it is a small item, as far as dollars and 
cents are concerned, but it is important as far as policy is concerned. 


DISAGREEMENT OF WHEELING CHARGE 


Mr. Moore. It may be. I want to come to this wheeling charge, 
which is the crux of this difference between us. 

In contrast with what has been said by others, I want to emphasize 
there is no doubt about. the fact that Mr. Creim, the Southeastern Ad- 
ministrator, in September, 1950, vetoed any contract for wheeling for 
the cooperatives in which they would pay for the service. He took 
that flat position. 

Senator Haypen, That is the position they took here today. 

Mr. Moore. That has been his position all along. I want to make 
it plain that has been their eae all along. 

In our negotiations, VEPCO has sought to arrange satisfactory 
wheeling on a basis which Mr. Creim insisted must be observed. In 
the end Mr. Creim insisted that the wheeling must be from the end 
of the Government’s transmission lines to be constructed at a certain 
distance from Buggs Island. Here is what he first proposed: 

A line from Buggs Island up to Suffolk, 113 miles; another line 
from Buggs Island to Chase City, 17 miles, and another line from 
Buggs Island up to our big plant at Chesterfield, some 76 miles. Yet 
with all that investment, he offered us 1 mill for wheeling from the 
end of the lines. Yet when we showed him how uneconomical that 
was, and we would furnish that transmission facility, they still would 
not offer more than the 1 mill. That is where we stand. 

They have insisted there should be the 1 mill rate and no more for 
wheeling from the Government lines. That is the same figure which 
Southeastern proposed it would pay in the compromise proposal of 
March 30. VEPCO has offered 2 mills, which is the wheeling charge 
from the bus bar, Without any need for any Government construction. 
Yet Southeastern’s compromise on March 30, the one time it proposed 
to abandon the lines, still insisted on a wheeling charge of 1 mill. I 
wish I had the time to go into the figures in more detail, but I see 
that my time is passing very fast. 

We have exhibits here that show you the main facts. By the con- 
struction of long lines to the proposed load points, Southeastern could 
not save the Government the difference between the 1 mill it asked 
and the 2 mills VEPCO offers. 

Our own analysis on Southeastern’s own carrying charges on those 
lines it originally proposed shows a cost of 1.31 mills as compared with 
the 1.19 mills they talked about this morning. So when you add the 
extra 1 mill for our wheeling charge, you would then have 2.31 for 
wheeling with those lines as against our offer of 2. 

Senator ELLENpER. You mean from the end of the line? 

Mr. Moorr. That is right. They were willing to do that in the be- 
ginning. We think the crux of this wheeling point comes down to 
three questions: What is the company’s transmission cost? second, 
What is the Government’s cost ? and third, What have they approved 
in other similar situations? We have an exhibit before you that 
works out our cost. We have worked it out and show vou on the 
average it is 1.9 without distribution. That is our average cost of 
transmission. 





INTERIOR DEPARIMENT APPROPRIATIONS, 1952 999 


Senator Cuavez. You suggest that in arriving at the charge you 
consider your figures on your costs, and what they have done in other 
situations. Do you not think there should be another consideration / 
How those costs would eventually reflect upon the one who is going 
to use the power ? 

Mr. Moore. I think that is the ultimate question. In determining 
what is fair, I think these three approaches are the fair way to get 
at it. 


DISCUSSION OF COSTS 


The second question is as to their own costs. We have an exhibit 
there that shows you 1.31 mills would have been their cost on their 
original proposal, to which would have been added a 1-mill charge. 
That is the cost just for those three lines. 

Our engineers tell me with that $20,000,000 network they talked 
about this mor ning, the cost would run at least 2 mills on the standard 
basis that the Federal Power Commission uses in figuring those costs, 
instead of 1.19. We were not furnished any breakdown of that 
this morning. 

We have an exhibit before you in which we have taken the actual 
costs, the actual prices which the Government has paid in these other 
major contracts. That is an interesting exhibit. I wish I had time 
to discuss it. I hope you will take that to your offices. 

You will see in all those named contracts the prices the Govern- 
ment is paying under similar circumstances are not the charge they 
are talking about. In the Texas Power & Light case it runs about 
1.7. In Oklahoma it is about 2 mills. In the case of Public Service 
of Colorado it is about 214. In Northwestern it is 1 mill for 50 miles. 

I see that my time is practically up. I do want to leave these 
thoughts with you about the w: ay in which this matter was left by 
Mr. Eardley. Mr. Eardley disputed the figures of 9.1 mills as the cost 
of Buggs Island power as reported to this committee last December 
by the. Army engineers through Senator Maybank. Mr. Eardley says 
his price would be 90 cents per kilowatt per month plus 414 mills. 
He says that will mean 714 mills per kilowatt-hour. In fact, we 
applied the Buggs Island output at 90 cents per kilowatt and 414 
mills for the energy, the actual price, mathematically, and the engi- 
neering, which works out at 9.85 mills. That is just for the Buggs 
Island power. There are 410,000,000 kilowatt-hours. The Army 
said that there are. With a 23 percent load factor, if you apply that, 
the actual mathematics is 9.85. What does that mean against TY, 
mills? This means Southeastern must depend upon other power, 
cheaper steam power, to bring that Buggs Island power of 9.85 mills 
down. Buggs Island has a 23 percent ‘load factor, and can supply 
only about one-half what the customer must have. The average load 
factor of a utility system is between 45 and 50 percent. So, with the 

3 percent load factor, they do not efficiently supply but half. 

To absorb Buggs Island and about 204,000 kilowatts, the customers 
must have about 800,000,000 kilowatt-hours, instead of just the 410,- 
000,000 which would be available from Buggs Island in an average 
year. So Southeastern must buy about 400,000,000 kilowatt-hours 
from the steam pl: mts. Therefore, Southeastern must depend on 
steam support at a price far below 714 mills to sign up a customer, 
to meet these requirements. 
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Another thing about this 714 mills: Mr. Eardley says that includes 
transmission costs on the basis of a $20,000,000 investment. We know 
that will run about 2 mills at least. If that is included in the 7 
mills, that leaves only 514 mills for bus bar power. As ag rainst the 
Army engineers’ figure of 9 mills, this is impossible unless South- 
eastern is furnished steam power at practically no cost. It would 
take nearly zero to average this down to 514. So that is how the 
figures add up on their own claims, without even touching the fact 
that on Southeastern’s terms Buggs Island power as proposed to 
Old Dominion Electric, would come to 10 mills. 

Much has been said about that Old Dominion case. We are leaving 
with you a copy of the Virginia Commission’s decision on it, which 
was based ope the fact that they proposed a 30,000 kilowatt steam 
plant with about 1,000 miles of line, a full network all over our system, 
without any justification for it, economically. We left a copy of the 
decision. I wish that I had time to go into more details, but I'see that 
my time is practically up. 

Senator Evtenper. Mr. Moore, I understood you to say a moment 
ago that your engineers figure that if Southeastern Power spent 

$20,000,000 to distribute this electricity that it would cost in excess 
of what figure ? 

Mr. Moorr. About 2 mills, and they would not have the firming-up 
power. 

Senator ELuenper. I notice in this document that you have spent 
$21,779,000. Although you are taking our returns of 6 percent, he h 
would not be the case with a cooperative—deprec iation would be prac- 
tically the same—but is the property tax the same? Would they have 
to pay that ? 

Mr. Moore. If it was the Government, they would not. 

Senator Exienper. They would not pay a Federal income tax? 
The question I was going to ask is: How can you, by spending $21,000,- 
000-plus and allowing for these deductions, make it 1.9 when with 
respect to Southeastern, which will not have to pay these deductions, 
it will cost 2 mills? 

Mr. Cary. I can answer that. 

Senator E.Lenper. What kind of magic do you have so that you 
can do it che: aper ¢ 

Mr. Cary. That is not magic. If you will look at that exhibit, where 
we developed a 1.9-mill figure, I would like to state that is no estimate. 
This exhibit is prepared from the company’s official figures. 

Senator ELtenper. Why do you estimate your costs will only be 
1.9% 

Mr. Cary. The 1.90 is our cost. That is not an estimate. It is 
actual. If you will refer to another exhibit, the one marked “Annual 
cost and unit cost per kilowatt-hour of transmission of proposed Old 
Dominion Electric Cooperative’—do you have that exhibit in front 
of you? 

Senator ELtuenper. We are not talking about Old Dominion. 

Mr. Cary. That is Government financing. 

Senator Evtenper. What I had in mind is this $20,000,000 expendi- 
ture that is in contemplation and upon which they based this figure 
of 1.19 for distributing this electricity. 

Mr. Cary. It depends on the number of kilowatt-hours and the num- 
ber of kilowatts of load you have to put on your transmission system. 
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Senator ELtenper. How did you estimate 2? 

Mr. Cary. That is our existing system. This system shown here 
in the heavy-black lines. 

Senator ELnenper. You do not know what it will cost them ? 

Mr. Cary. I know what the REA said it would cost for the trans- 
mission system they proposed to build in Virginia, which cost, accord- 
ing to their figures, put in in the Old Dominion case, showed that that 
transmission system was designed to handle 73,000 or 74,000 kilowatts 
for the optimum year of 1958. That transmission system was going 
to cost $7,927,000. Old Dominion’s own estimates, put in by testi- 
mony, showed the annual cost for that system including operation and 
maintenance of lines and substations, interest, depreciation, admin- 
istration and general expenses, and it gave the cooperatives credit for 
certain items they claimed. It gave them an annual cost of $626,000 
for a transmission system that cost almost $8,000,000. If you would 
just prorate those costs up from $8,000,000 to the $20,000,000 you will 
see where you get the annual cost for this $20,000,000 transmission sys- 
tem. Then, divide that by the 800,000,000 kilowatt-hours that Mr. 
Moore was just talking about a minute ago, which is the total require- 
ments of the preferred customers if Buggs Island sells the entire out- 
put to the preferred customers, and you will get the 2 mills. It is pure 
mathematics. 

Senator E.tenper. On the system you have in operation for twenty- 
one-million-odd dollars, it distributes more electricity ? 

Mr. Moore. Four times as much. 

Mr. Cary. 1,770,000,000 kilowatt-hours. 

Mr. Moorr. May Ladd one further fact. These cooperatives in Vir- 
ginia have had before them for more than a year—since April of last 
year, a flat offer of 714 mills in place of the 1 cent that they are paying 
now. They will not sign up the contracts on that basis. It is a 5- 
year contract. They chose to say “We want to get the power from the 
Government.” We finally said to them, “If that is what you want, 
we will carry out what we did not offer, but we will now offer. You 
buy your peaking power at this peaking Government plant. We will 
sell you the rest of it at 714 mills if you get a fair allocation of the 
energy as well as the kilowatts. There is to be a fair allocation.” 
In other words, the energy should be prorated in line with the 
kilowatts. 

Senator E.tenper. You mean in dry weather? 

Mr. Moorr. That is so that they get their share of energy, and we 
would sell the co-ops their additional requirements at the 714-mill 


rate. 
PROPOSAL OF SOUTHEASTERN POWER ADMINISTRATION 


Senator E_Ltenper. Have you a firm offer to the Old Dominion co- 
operatives, and if so, how much ! 

Mr. Moore. We have offered them all at 714 mills. 

Senator ELtenper. Without any strings attached in your contract 

Mr. Moorr. A flat offer to deliver at their load centers, where the y 
want it. That is why the Virginia commission turned down the ap- 
plication. The commission said that on the Old Dominion proposal 
the cooperatives would lose, over the 35-year loan period, at least 
$22,000,000, 
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Senator Exitenper. Would your contract have approximately the 
same provisions other than the power rate as would exist between 
Southeastern and the others? 

Mr. Moors. Our proposal is to sell them all their requirements, 
where they want it, at 714 mills which would compare with this pro- 
posal—71% mills compares with 9.85 mills as the cost of Government 
power, unless they can go out and club us or somebody else into giv- 
ing them a lot of very cheap power to firm that up. 

‘hank you very much. 


STATEMENT OF L. V. SUTTON, PRESIDENT, CAROLINA POWER & 
LIGHT CO. 


TRANSMISSION LINES, NORTH CAROLINA 


Senator Haypen. Mr. Sutton, you have a prepared statement ? 

Mr. Sutron. I do, Senator. 

Senator Haypen. It may be inserted in the record in its entirety 
if you wish, and then you may highlight it for us. 

Mr. Surron. Yes; I would like to insert it and then highlight it, 
along with a supplement which I have thought desirable on account 
of things I have heard since I have been in the city, and also in line 
with some statements that were made here this afternoon. 

Senator Haypren. That may be done. 

(The statement referred to is as follows:) 


STATEMENT TO THE SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATION, UNITED 
STATES SENATE, ON BEHALF OF CAROLINA Power & LiGHT Co., IN OPPOSITION TO 
RESTORATION OF APPROPRIATIONS FOR SOUTHEASTERN POWER ADMINISTRATION 


My name is L. V. Sutton. I am president of Carolina Power & Light Co., 
which serves a 22,000-square mile area in North Carolina and South Carolina. 
I reside in Raleigh ; am an engineer by profession and have spent my entire busi- 
ness life in operating, designing, constructing, and managing electric utilities 
lecated in the South. 

I am appearing here in support of the cancellation of certain appropriations 
requested by the Southeastern Power Administration of the Department of the 
Interior, which we believe are unnecessary and would put SEPA and hence the 
Federal Government in the electric power business in competition with Carolina 
Power & Light Co. and its neighboring electric companies. 

Carolina Power & Light Co. is a taxpaying, business-managed electric utility 
owned by over 30,000 stockholders, one-third of which live in the two States in 
which its service area is located. It serves over 261,500 customers. Of these 
customers 101,600 are on farms and in rural areas. The remainder live in urban 
communities, many of which are very small. Our largest city is Raleigh, which 
has a population of only 65,000. The company also serves 24 municipalities and 
18 rural cooperatives at wholesale. 

The plant account of the Carolina Power & Light Co. is $141,000,000, including 
construction work in progress. The company expects to spend $51,000,000 more 
by the end of 1953 on its construction program. These additional expenditures 
are for the purpose of assuring a continuance of an ample supply of dependable 
power for the area served by our company. 

For the calendar year 1950, just passed, the company’s tax bill was in excess 
of $7,500,000. Of_this amount, $4,300,000 was taxes to the Federal Government. 
Our total taxes averaged 3.7 mills for each kilowatt-hour sold during the 12 
months just passed, exclusive, of course, of sales to other taxpaying electric 
utility companies. 

All governmental agencies and public bodies, as well as all our other customers, 
are at present being adequately served at reasonable rates and have been so 
served since they were initially connected. There is no demand for service 
which we have not met, and we will meet increasing demands in advance of the 
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actual needs of our customers, unless we are restricted by the Federal Govern- 
ment in obtaining the necessary materials and equipment. 

The service area of Carolina Power & Light Co. is squarely in the middle of 
the eastern part of the territory of Southeastern Power Administration as 
established by edict of the Secretary of the Interior. A portion of the trans- 
mission lines included in the initial plan of SEPA will traverse the service area 
of Carolina Co. 

I do not intend to repeat to this committee the testimony which I gave before 
the House committee. It is now a part of the printed record, and is available to 
you. I do, however, make plain my position in respect to the appropriations 
which SEPA is now asking to be restored to the bill. 

The relatively small amounts which are being requested by SEPA as just a 
down payment on the much larger plan which will certainly affect adversely 
the Carolina Co, to a very serious degree. 

Our company also realizes that these construction appropriations, if made, will 
be considered by the Southeastern Power Administration as an authorization 
by the Congress for its entire scheme of transmission lines, and for its plan 
to enter the electric utility business in the area it has preempted, to compete 
on a subsidized, special privilege basis with the existing companies. This, of 
course, is grave concern to us. 

The authority for SEPA is section 5 of the Flood Control Act of 1944. I have 
examined section 5 with great care and have read legal interpretations of it. 
I cannot find a single word in its language that gives any authority to SEPA 
to purchase any power from anyone for resale or distribution. The wording 
expressly confines the power to be distributed or transmitted to surplus electric 
power and energy generated at reservoir projects. 

I do not believe that the Southeastern Power Administration has any right 
or authority to buy power, or to act as a power broker, or to “firm up” its 
hydros in order to go into the general wholesale utility business in the Southeast. 
SEPA proposes to do all these things by means of a continuing fund. 

This is one of the reasons why the so-called continuing fund, which was cut 
from $200,000 to $50,000 and had some very wise restrictions placed upon its 
use by the House, should not be restored to its original status. There are 
others. 

For example, the entire output of the Army engineers’ dams under the 
jurisdiction of SEPA which are now in service, is being purchased by customers 
who come to the dams to get the power. The power plants are operated and 
maintained by the Army. SEPA has nothing to maintain and nothing to 
insure in connection with these plants during the fiscal year 1952. 

Furthermore, Buggs Island and Clark Hill will not be in service until well 
into the fiscal year 1953. The proposed lines could not possibly be used for 
Government power before that time. The Southeastern Power Administration 
will have no property in service, and no additional Federal power for sale until 
well into the fiscal year 1953; and it does not need the fund for any legitimate 
purpose during the fiscal year 1952. 

A similar fund now being operated by Southwestern Power Administration 
is being used to circumvent the Congress. These funds, unless restricted, can 
be drawn upon again and again until the gross annual receipts are exhausted. 
SPA planned to induce REA to provide transmission facilities and power plants 
that had been denied to SPA by the Congress through a leasing arrangement 
financed by the continuing fund. 

I fear that SEPA planned to do the same thing, or something similar, had 
it secured an unrestricted continuing fund. 

In addition, such a use of the continuing fund would result in a diversion of 
the receipts which section 5 of the Flood Control Act of 1944 says shall be paid 
into the Treasury of the United States. 

This committee, I am sure, realizes that the construction of a transmission 
line does not increase the power supply in an area. Therefore, the claim of 
a power shortage in the Southeast, true or false, has no bearing whatsoever on 
the matter of appropriations for Federal transmission lines. 

SEPA does claim a transmission line shortage in the area, but the facts do 
not bear out this assertion. The transmission system of the Carolina Co. is 
fully adequate to meet the needs of the area, and its coverage is complete. We 
study our system continually to make sure that it is adequate. We make calcu- 
lating board studies to ascertain the effect of transfers of power to and from 
other systems. I assure you that Virginia Electrie & Power Co. and ourselves 
have transmission capacity right now which is fully adequate to take in the 
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full capacity of the 108,000 kilowatts being put in at Buggs Island, and I can 
further assure you that we will be ready, long in advance, to absorb into our 
System any portion, or all of the ultimate capacity of that Federal station, if 
the additional units are ever put in there. Our company also will be able to 
absorb into our system for transmission and distribution, through interconnect- 
ing facilities with neighboring companies, any Clark Hill power which may be 
allocated to us. 

The construction of the lines proposed by SEPA is wholly unnecessary, Every 
facility needed to do everything required by the act is now in existence, or will 
be provided by the companies directly affected. 

To build these unnecessary lines would waste a large amount of critical mate- 
rials, such as aluminum, steel, wood poles, insulators, and labor—all of them 
items badly needed by national defense and now in short supply. It would need- 
lessly use up large amounts of the taxpayers’ money. 

The Buggs Island and Clark Hill power will be low load-factor power, and 
it will be extremely expensive power. 

The latest reports which I have are that the cost of these two projects will 
exceed $160,000,000 exclusive of any transmission lines. This amount, by the 
way, is about $20,000,000 greater than the entire plant account of my Company, 
including all its transmission and distribution facilities. The prime energy at 
these plants will be less than 700,000,000 kilowatt-hours a Year, which is only 
about one-fifth of the system input I expect for the Carolina Co. in 1951. This 
will give you some idea of why this Government power will be so expensive. 

Take Buggs Island, for example. According to the Army engineers, its cost 
of about $80,000,000 will be 81 percent for power. It has only 200,000,000 kilo- 
watt-hours of assured power a year; its 210,000,000 of secondary is usable as 
only a fuel saver in steam-electric stations. 

On December 19, 1950, during the hearings on the second supplemental appro- 
priation bill for 1951, the full Committee on Appropriations of the United States 
Senate attempted to learn from the SEPA Administrator just how much SEPA 
expects to receive for the Federal power at the bus bar at Buggs Island. It did 
not succeed. 

Senator Maybank said in respect to Buggs Island power: 

*“T want to make this statement for the record, and Senator Robertson, I want 
to hear what the Army engineers say. The clerk has phoned General Pick’s 
office and they say the cost of Buggs Island power today is 9.1 mills (hearings, 
p. 378). 

While it was not specifically stated in the hearing, it is evident that this 9.1 
mills per kilowatt-hour at the bus bar is the cost of each kilowatt-hour delivered 
to the bus bar during an average year at this project, including the “fuel saving” 
energy. Thus the cost of the firm energy will be considerably more than 1 cent 
per kilowatt-hour. 

This is expensive power, but SEPA must fix its rates to recover the cost of 
the power according to section 5 of the Flood Control Act of 1944. To date it 
has not stated its proposed rates for power from Buggs Island. 

The preference customers in my State are now getting dependable power 
delivered to them at rates less than SEPA can charge if it meets the require- 
ments of the act. The electric companies, however, with far-flung transmission 
and distribution systems, with ample surplus transmitting capacity, covering 
a wide area and serving many thousands of customers of different types, can 
integrate this low-load factor power into their systems despite its high cost, 
and should be encouraged to do so, instead of receiving a flat refusal from 
SEPA to determine the facts and to work out the matter in the public interest. 

I told the House committee about the futile efforts which have been made to 
reach an agreement with SEPA, to distribute this Government power to the 
best advantage, avoid unnecessary waste and duplication and meet the require- 
ments of the Flood Control Act of 1944. 

The proposed plan of SEPA as evidenced by the appropriations requested 
meets only one of the six requirements of section 5 of the act, that of showing 
preference, and fails in respect to the other five which are the requirements for— 

Most widespread use. 
. Sound business principles. 
“’. Recovery of cost. 
Fair and reasonable conditions. 
5, Payment into the Treasury of all moneys received from the sale of 
power. 
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Furthermore, I furnished evidence that the proposed entrance of the Federal 
Government into the power business in this area was not a welcome event to the 
people of the area. I made some clippings and other data a part of the record 
in the House hearing, and I commend them to your attention. 

I have read with great interest the Secretary of the Interior’s public statement 
requesting the restoration of the appropriations asked by his agencies, as they 
relate to those proposed for the Southeastern Power Administration. 

I regret that the Department is disappointed and irritated because it did not 
get the money it desired to embark in the power business in the South Atlantic 
area. Hard feelings will make more difficult the solution of the problem which 
now exists in the Southeast of finding a basis of agreement in the public interest 
between SEPA and the electric companies and living together thereafter in amity. 

In addition to its very natural human reaction, the Department claims that 
failure to get the requested appropriations would : 

. Weaken the defense effort. 

. Be to the financial advantage of a few selfish groups. 
“Bottle up” the power to be produced at the Government dams. 
Prevent SEPA from furnishing power to preference customers. 

5. Be detrimental to the rural electric cooperatives. 

Nowhere in the statement did T find any objection to the many facts which we 
brought out in our testimony, or refutation of the conclusions which we reached 
and presented to the House committee in respect to the effects of building the 
transmission lines and carrying out the operations contemplated by the proposed 
appropriations. 

Now as to the specific claims made by the Department. The first one is that 
iu some way not specified, the failure to get the money and build the duplicat- 
ing transmission lines would weaken the defense effort. 

I feel sure that you have heard that claim before, as it is the standard assertion 
of practically everyone who these days comes to the Congress to get money to 
spend on their pet scheme, But because the claim, if true, would be important, 
I wish to discuss it a bit. 

I wish to assure this committee that adequate transmission facilities now 
extend to every defense and nondefense industry in the territory served by 
Carolina Power & Light Co. I am sure that this statement also applies to 
neighboring eleetriec companies. 

Moreover, we are taking care of the power needs of our industries, and will 
continue to do so. 

The electric companies have practically all the transmission facilities required 
to take all the energy to be produced at the two Government dams to the war 
industries of the area, without the construction of a single Federal trans- 
mission line. 

The electric companies will, if permitted, make all the “ties” to the Govern- 
ment dams and the needed adjustments in their systems to accommodate them. 
All this work will be minor in character. 

Thus I cannot see how the national defense will be harmed in any way if 
SEPA fails to get money for transmission lines. On the contrary, it will be aided 
a great deal. because a large amount of aluminum, steel, and other critical ma- 
terials will not be wasted, and a substantial amount of taxpayers’ money will 
be saved. 

The electric companies have been warned that their eonstruection program, 
which is essential to an adequate supply of power for America, mav have to he 
curtailed because of the diversion of strategic materials to the war effort. I be 
lieve, therefore, that it is essential for the national safety to conserve every pound 
of critical materials to prevent such a national disaster. 

Now as to point two. I must confess that I was distressed and dismayed 
to discover that the shopworn charge of “selfish interests” had been made by a 
responsible Federal official against my company. The charge is so serious and 
so defamatory that T feel T must answer it. 

I wish to assure this committee that Carolina Power & Licht Co. has no desire 
or intention of seizing or monopolizing either the Buggs Island or Clark Hill 
hydro developments. Its only purpose is to aid the Federal Government in 
marketing this power in the public interest. Should it reap any advantage by 
reason of doing this, it proposes to pass on the benefit to all its customers as 
directed by the regulatory commissions that fix its rates. 

Carolina Power & Light Co. is regulated by two competent and vigilant State 
commissions and by the Federal Power Commission. The issuance of its securi- 
ties is regulated by these three commissions, by the Securities and Exchange 
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Commission and informally but very effectively, by the financial houses which 
purchase and sell its stocks and bonds. The Carolina Co. does not earn a “profit” 
as that term is ordinarily understood. It does pay fair wages for its capital— 
wages that are strictly limited in extent by the various regulatory bodies having 
jurisdiction. 

To date, in order to secure $1 of annual revenue from its customers, an invest- 
ment of nearly $4 in plant has been required. This is more critical than is re- 
quired by any other major industry, and makes the wages of capital of paramount 
importance. 

Last year, Carolina Power & Light Co. disposed of the money it received from 
its customers, as follows: 

Percent 
POCO sik ite icesels sete nddeiadznasieiinesinnlss , 
Purchased power 
Fuel —- me ru 
Other materials, supplies, rents, insurance, and incidental supplies 
Taxes (SEPA will pay no taxes) _-_-_.-----~~- 
Interest and amortization (the bond interest rate is 34% percent) 
Preferred stock dividends (the rate is $5)_--_- 
Common dividends (the dividend rate is $2 a share) 
Depreciation 
Retained earnings put back into the business__ 


Total 


No person or corporation owns as much as 2 percent of our stock. Further- 
more, the individual security holders must pay income taxes on the dividends 
which they receive from the company—taxes so large that they probably take 
over a third of their dividends. No one is getting rich out of Carolina Power & 
Light Co. 

Buggs Island and Clark Hill power will be no bargain. It is low load factor 
power. As I testified before, it will be very expensive power. Should the elec- 
tric companies secure any of this power, they would have to use every bit of 
their operating skill to avoid placing a burden upon their customers by reason 
of purchasing it. 

The “selfish interest” charge is wholly without foundation. 

The third charge is that fvilure to get the appropriations would “bottle up” 
the power and put the Federal Government at the mercy of the electric companies. 

The charge is absurd. The Federal Government, with all its vast power and 
resources, is in no way at the mercy of my relatively small company, whose only 
desire is to get along and serve well the people of the area in which it is located. 

The Congress is in session practically at all times. Should the electric com- 
panies prove to be really unreasonable either in respect to purchasing the power 
or serving preference customers, I am sure that the Congress would promptly 
make any appropriations necessary to relieve the situation. 

No such situation exists nor will it occur. 

The Secretary complains that the lack of Government transmission lines will 
force him to deal with Virginia Electric & Power Co. for the sale of power, to the 
exclusion of any other customer. 

He is mistaken, or has failed to examine the record. Carolina Co., on Decem- 
ber 4, 1950, offered “to purchase the entire electrical output of the project 
both primary and secondary or such part thereof as may be allocated to us.” 

SEPA has never announced its rates although it must know by now what they 
must be to meet the specifications of section 5 of the Flood Control Act of 1944. 
SEPA has not announced the terms and conditions under which the power can 
be purchased. Therefore, we offered to let the Federal Power Commission fix 
these essential details. 

The electric companies have made offers to SEPA, especially in respect to 
supplying the preference customers. 

So far SEPA has refused to consider these offers. I do not know why they 
are following this course, and I am loath to believe that the reason is to prevent 
acceptable contracts being made, and thus force the construction of Government 
transmission lines. I am especially puzzled over the refusal to SEPA to arbitrate 
our differences. That is the American way of settling situations that cannot 
be resolved between the parties. 

The fourth claim is that failure to build Federal transmission lines will pre- 
vent sales of power to preference customers. There is no foundation for such 
a claim. Every preference customer in the area is now reached by the existing 
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transmission grid. Physically they can be served from it. There should b> 
no difficulty in reaching saiisfactory contracts to do so. Artificial barriers, 
legal claims, unreasonable policies, and impossible conditions should not 
be allowed to prevent their negotiation and consummation. 

The fifth and last claim is that failure to build the Federal transmission lines 
would be detrimental to the rural electric cooperatives. 

Carolina Power & Light Co. reaches every co-op in its area. It supplies them 
with power for the extremely low rate of 744 mills a kilowatt-hour and has done 
so for over 6 years. I have heard no complaints from them in respect to the 
quality or quantity of this service. 

Carolina Co. has offered to transfer Buggs Island power to the co-ops, but I 
doubt if any of them will be interested in it at the price which SEPA must charge 
for it in order to meet the requirements of section 5 of the Flood Control 
Act of 1944. As explained elsewhere in this testimony, Buggs Island firm 
power is very expensive and its kilowatt-hour rate for dependable power 
should be far higher than the 7%-mill rate now charged the co-ops by Carolina Co. 

For over a year and a half the Carolina, Virginia, and Tidewater companies 
have been endeavoring to reach an agreement with some co-ops in eastern North 
Carolina. Extremely low rates have been offered; rates far less than SEPA must 
charge for Buggs Island power. We have been unable to reach an agreement. 
Our trouble is not with the co-ops. We cannot get the contracts eleared in 
Washington. I am forced to conclude that Interior and REA have joined 
together to set up a road block, probably to give support to SEPA’s request 
for an unnecessary transmission line to reach these people. 

The co-ops in North Carolina are doing very well financially. A year and 
a half ago only two were behind in their payments. Most of them have made 
payments ahead of time. I do not believe that they will be harmed in any way 
if the Federal transmission lines requested by SEPA are not built. On the 
contrary, I think they would be benefited. 

Due to the efforts of the electric companies and the electric co-ops, the farms 
of North Carolina are over 86 percent electrified. 

I do not wish to close before making a constructive suggestion to resolve the 
present difficult situation. I have been appalled by the confuston and name 
ealling, the conflicts and arguments, the ever recurring demands for more and 
more of the taxpayers’ money to finance the Government’s adventures in the 
power business, and the needless waste of it and of critical materials badly 
needed for the defense effort, all resulting from the present methods of marketing 
power from Government dams. 

It seems to me that a complex structure of interpretations, practices and 
arbitrary standards has been set up and that the harmful results I have 
just described could be prevented if a different approach were used ; an approach 
designed to meet every requirement of the directives of the act under which the 
marketing is done, and nothing more. 

For example, the Government power from Buggs Island and Clark Hill will 
be marketed by SEPA under the provisions of section 5 of the Flood Control Act 
of 1944. I have examined the act, and fail to find any provision therein which 
allows the Federal Government to go into the electric power business on a 
vast scale, buy power for resale and set up a regional business organization to 
promote and handle the business undertaking. 

Instead, the section gives six directives, or standards, to govern the Federal 
agency charged with the marketing of the electric power produced at Federal 
dams built under the provisions of the act. The administrator is told to— 

1. Encourage the most widespread use of the power generated at reservoir 
projects. 

2. Sell it at the lowest possible rates to consumers, consistent with sound 
business principles. 

3. Draw rate schedules having regurd to the recovery * * * of the 
cost of producing and transmitting such electric energy, including the. 
amortization of the capital investment allocated to power over a reasonable 
period of years. 

4. Give preference in the sale of such power and energy to public bodies 
and cooperatives. 

5. Construct or acquire * * * only such transmission lines and re- 
lated facilities as may be necessary in order to make the power and energy 


83686-—51—pt. 1——-64 
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generated at said projects available in wholesale quantities for sale on fair 
and reasonable terms and conditions * * * 

Deposit all moneys received from such sales in the Treasury of the 
United States as miscellaneous receipts. 

If these directives are to be followed to the fullest possible extent, the first step 
to be taken would be to establish rates at the powerhouse, for both the primary 
and secondary power to be developed. These powerhouse rates, according to the 
directives, must recover the cost of producing such electric energy, including the 
amortization of the capital investment allocated to power over a reasonable period 
of years. They cannot be excessive, but could be greater than the cost as so out- 
lined as long as they were consistent with sound business principles. 

The directives thus put a cost floor under the rates, and a ceiling dictated 
by sound business principles. 

The directive says that the power must be in wholesale lots. This precludes 
retail sales by the administrator. 

With the rates set at the levels required by the act for each project, the Ad- 
ministrator would be in position to receive applications for the power to be 
sold. If he should get offers for more power than he has to sell, then he must 
show preference to public bodies and co-ops. 

The offers received by the Administrator would then indicate the extent of 
the arrangements which he would have to make to transmit the power. 

Some of the purchasers would prefer to supply their own transmission facili- 
ties or arrange with others to do it for them. 

The Administrator could arrange with existing utilities, as is now done in 
many instances, to wheel the power to customers not now desiring to build or 
engage transmission facilities. 

The construction of Federal transmission lines should be a last resort, for the 
Administrator is authorized to construct or acquire * * * “only such trans- 
mission lines * * * as may be necessary. * * *” 

In both instances the administrator is required to recover the “cost of 
transmitting such electric energy, including the amortization of the capital in- 
vestment * * * over a reasonable period of years.” Thus the cost of trans- 
mission, whatever it may be, should be added to the powerhouse rates. 

Such a course would result in full compliance with each of the six directives 
of section 5, and peace between SEPA and the electric companies. 

The electric companies of the Southeast view with great concern the entrance 
of the Federal Government into the power business in the area. They have 
sound reason for alarm, in view of what happened to the companies in the TVA 
area and in Nebraska and what is going on in the Northwest and elsewhere. 

I ask you not to restore the appropriations as requested by the Secretary of 
the Interior. They are not necessary, and are wasteful of material and money, 

I assure you that if the request for restoration of the appropriations is 
denied, the power from these Government dams will be distributed in the public 
interest in accordance with the requirements of the Flood Control Act, and 
without the construction of a Federal transmission system in the area. I thank 
you. 


* * * 


COMPANY ACTIVITIES 


Mr. Surron. My name is L. V. Sutton. Tam the president of Caro- 
lina Power & Light Co., which serves a 22,000 square mile area in 
North Carolina and South Carolina. I reside in Raleigh; am an 
engineer by profession, and have spent my entire business life in op- 
erating, designing, constructing, and managing electric utilities: lo- 
cated in the South. 

Senator Haypen. How many individual customers do you have ? 

Mr. Surron. We have 261,000 customers, or something: more than 
that. 

Senator Haypen. How many of them are in rural electrification ? 

Mr. Surron. I would say of that figure more than 100,000 are farm 
and rural customers, and then we serve in addition to that 18 rural 
cooperatives and 24 municipalities. 

First, | want you to know that I appreciate this opportunity of ap- 
pearing before you. 1 hope I will be of some service to you, in clear- 
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ing up some of the conflicting statements that have been made con- 
cerning this situation, 

Our. company is owned by 30,000 stockholders. A large part of 
them live in the territory we serve. We have no large stockholder. 
The largest stockholder we have is an educational institution that 
owns less than 2 percent. 

We did about $36,000,000 worth of business and sold some 2,250,- 
000,000 kilowatt-hours and have a plant account of S141 asripinnte and 
we expect to spend $21,000,000 during the year, and have a construc- 
tion program of about $35,000,000. 

Senator ELLtenpEr. What percentage of your output is from hydro- 
electric power / 

Mr. Surron. That varies from year to year, depending on whether 
you have wet or dry weather. 


STEAM PLANTS 


The company has been very active building steam plants. All of 
our additional load will be in steam, so it is gradually becoming more 
and more of a steam company. 

Senator Hayprn. The fuel supply is coal exclusively ? 

Mr. Surron. Yes; that is the best for us to buy in our territory, 
although the coal costs are high. I would say that last year prob- 
ably 40 to 45 percent was hydro. Each year that is going to be less. 

Senator ExLenper. In proportion to your sales? 

Mr. Surron. Yes. 

Senator Eitenper. Your hydroelectric will remain constant / 

Mr. Surron. Yes; depending upon whether it is a dry or a wet 
year—the steam will become progressively greater. Our new plant 
at Goldsboro, a steam electric plant—we put our first unit on the line 
last week, and are still testing it out. We got more than the 75,000 
kilowatts we expected. That first unit of the plant will generate, if 
operated at, say, 85 percent of the time, something more than 500,- 
000,000 kilowatt-hours a year, which is more power than the Buggs 
Island plant we are talking about. 

We have another similar unit that we hope to have in by July of 
next year at this Goldsboro plant and still another one by July of next 
year in our plant at Lumberton, which is some 100 miles south, and 
probably a little east. 

Senator Haypen. How many of your steam plants are what you 
might call stand-by in that you do not use the power 24 hours a day? 
You have peaks ¢ 

Mr. Surron. Your hydro is very helpful in taking care-of your 
peak. 

Senator Haypen. It has been found elsewhere in the United States 
where the Government has built dams that the best use that can be 
made of that hydro power is to integrate it with steam plants belong- 
ing to private utilities. 

Mr. Surron. I think that is certainly correct. 


PEAK LOAD 


Senator Haypen. Your peak load is 6 to 8 hours a day? 
Mr. Surron. It changes. Last year our peak was in December, and 
the year before it was in December. The day load, except for Satur- 
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days and Sundays, is the time of the largest peak. We can hold the 
water in the reservoirs and use it during those particular periods, and 
catch your water over Saturday and Sunday and at night. 

Senator ELtenper. The Goldsboro to which you refer—is that the 
same place to which they propose to build lines from Buggs Island ¢ 

Mr. Surron. That is right. 

Senator E.ienper. It was only yesterday a contract was entered 
into. Was that in contemplation long before that time? 

Mr. Surron. I do not think any such statement was made. What 
I heard as I was sitting there—and I think they had in mind—is 
that some 2 years ago we entered into a contract with Rocky Mount 
and also one with Wilson. What they refer to was that VEPCO 
entered into a contract with the city of Greenville and also the city 
of Washington, which is just east of Rocky Mount and north of 
Kinston. 

Senator E.ienper. There was one town to which they referred 
yesterday or this morning, that contracts had been executed yesterday 
or the day before. 

Mr. Surron. I think that is Greenville, which is east, and is not 
shown on this map. 

Senator ELtenver. You say you built a steam plant at Goldsboro? 

Mr. Surron. It was built, and the first unit is in service, put in only 
last week, at Goldsboro. The first unit will generate more firm power 
and more average power. 

Senator Evtitenper. Are you now furnishing the power to Golds- 
boro? 

Mr. Surron. We have furnished that for 40 years. 

Senator ELLenper. Did you distribute it yourself? 

Mr. Surron. We do. 

Senator Ettenper. You do not sell it to the city? 

Mr. Sutrron. No. 

Senator ELLtenper. How do your prices to the consumer compare, 
let us say, with Wilson and Rocky Mount ? 

Mr. Surron. Our rates are lower. I think they are lower than Rocky 
Mount’s, Wilson’s, or any of the towns in the eastern part of the State. 


TAXES PAID 


You may be interested in the amount our company pays for taxes, 
$7,500,000 in 1950; $4,300,000 of that went to the Federal Government. 
This is a point I think you will be interested in when you hear of the 
cheap Government power, so called. 

Our taxes we paid last year spread out over every kilowatt-hour we 
sold last year, except that we sold to another power company, which 
paid taxes, averaged 3.7 mills per kilowatt-hour. That is the tax load 
we carried per kilowatt-hour. 

Senator ELLenper. That means the county, States taxes, and Federal 
income taxes ? 

Mr. Surron. Yes. 

As I stated before, I want to return to my prepared statement and 
high light it. I think you will be interested in a statement I wish to 
make in answer to what I heard here this morning, and what I have 
heard in Washington. I wish to refer particularly to the claim by 
the Secretary of the Interior that failure to build the Federal trans- 
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mission lines would be detrimental to the rural electric cooperatives. 
Our company knows something about serving rural customers. We 
have over 100,000 of them as direct users, and supply 18 rural coopera- 
tives. Our rate for rural cooperatives is 7.5 mills. This low rate has 
been in effect for over 6 years in the territory we serve. That is, per 
kilowatt-hour. 

CUSTOMER POWER RATES 


Senator ELLENperR. How much more or less do your direct rural cus- 
tomers pay for the electricity purchased from you, in contrast to what 
they obtain from the cooperatives ? 

Mr. Surron. You mean you would like to know how much more the 
cooperatives charge their customers ? 

Senator ELLeNper. I am asking “more or less.” 

Mr. Surron. I could not say. I am not sure the local cooperatives, 
these 18, have the same rates. I am under the impression all of their 
rates to their customers are higher than our company’s rates. 

As for this 7.5 mills, it is much higher than that, as it would have 
to be. 

Senator E.tenper. I wonder if you could sample out a few at 
random in your area, a few of those that you serve directly, and then 
sample some of these various cooperatives just to get a comparison 
of the rate to the ultimate consumer? Would that be too much of a 
job? 

Mr. Sutrron. It would be a pleasure to get for you any information 
of that kind. 

Senator Exvvenper. I think it might be of interest to find out how 
much less or more is the charge when you serve directly to the rural 
area, than the cooperatives, to the same class of people. 

Mr. Surron. I am sure ours is lower. There are reasons why it 
should be lower, in my judgment. We will look that up for you and 
furnish it for the record. 

(The information referred to appears on p. 1940.) 


BUGGS ISLAND POWER 


Mr. Sutron. You have heard something said also about the cost of 
Buggs Island power. It is my belief also that it will be expensive if 
the Administrator obeys section 5 of the Flood Control Act of 1944, 
and establishes rates designed to recover the cost of producing and 
transmitting Buggs Island power, including amortization of the cap- 
ital investment over a reasonable term of years. 

We do not believe that the rural co-ops will get any cheap power 
benefits from Buggs Island, but if they wish any of it, we will help 
them get it at the lowest possible cost. 

I have in my hand a letter that I would like to place in the record. 
It was written on May 3, 1951, by Mr. Clyde Ellis, who has appeared 
here before me. He is one of the National Rural Electric Cooperative 
Association members, and is here testifying today. It is addressed 
to the managers and directors of all rural electric systems, State-wide 
officials, and NRECA directors. 

It appeals to them to write to their Senators and Congressmen, 
with copies to him, and endeavor to restore the lost appropriation. 
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Mr. Ellis in this letter says, in effect, that the rural electrification 
program has suffered in the Congress, its worst defeat. 
I quote: 


Power supply for rural electric systems in many sections of the country has 
been threatened— 


and further 


will thus prevent farmers of the Southeast from sharing in the benefits of the 
power of these dams. 

Such statements are, of course, not true. The facts are that the 
cause of the rural electrification will not be harmed in any way by 
the recent action of the House. On the contrary, in my section of 
the country I know it will help the co-ops. I am going to tell you 
why, but first I will insert this in the record. 

(The letter referred to is as follows:) 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., May 3, 1951. 


Memorandum to managers and directors of all rural electric systems, State- 
wide officials. and NRECA directors. 
From: Clyde T. Ellis, executive manager. 

The rural electrification program, indirectly, suffered its worst defeat in the 
Congress yesterday. 

Power supply for rural electric systems in many sections of the country has 
been threatened by six crippling amendments to the Interior appropriations bill 
which reached a stage of record vote in the House on May 2. All six amend- 
ments were passed by substantial majorities. Each of them will adversely affect 
the farmers’ electric system. Together they may well be taken as an ominous 
warning of what can happen to us as a result of the all-out power company drive 
for absolute monopoly of power supply. Briefly, this is what happened: 


Bureau of Reclamation—The West generally 

Representative John Taber, of New York, offered an amendment to reduce 
Bureau of Reclamation construction funds by $10,190,000. It passed by a record 
vote of 237 to 160. This will be a general, across-the-board cut in view of an 
amendment introduced by Representative Harold Lovre, of South Dakota, and 
approved by the House which eliminated the provision of the Taber amendment 
that the entire cut would be applied to transmission lines. 

Its effect will be to delay or prevent construction of many transmission facili- 
ties necessary to deliver wholesale power to farmers’ co-ops and power districts. 

Representative Kenneth Keating, of New York, offered an amendment to pro- 
hibit the use of funds “to initiate the construction of transmission facilities 
within those areas covered by power wheeling service contracts * * *." It 
passed by a record vote of 226 to 165. Thus the farmers’ rural electrics through- 
out vast areas of the West would have no alternative but to accept whatever type 
of service, adequate or inadequate, would be offered them by companies which 
had entered into any kind of wheeling contracts whatever. 
Bonneville Power Administration—The Northwest 

Representative Gerald Ford, of Michigan, offered an amendment to reduce 
BPA’s construction funds by $5,500,000. It passed by a record vote of 225 to 167. 
These funds were to have been used to serve defense loads and rural electric 
systems in a vast area critically short of electric power. 
Southwestern Power Administration—The Southwest 

Representative Oren Harris, of Arkansas, offered an amendment to reduce 
SPA’s miscellaneous construction fund by $550,000. It passed by a record vote 
of 222 to 173. It will make impossible the connection of many preferential 
customers (co-ops and municipally owned systems) in SPA territory and will 
consequently render them unable to adequately serve many farmers. 

Representative Dewey Short, of Missouri, offered the following amendment: 
“Provided, That this appropriation shall not be expended for the construction 
of facilities designated as comprising the western Missouri project.” It passed 
by a record vote of 247 to 152. The western Missouri project comprises several 





INTERIOR DEPARTMENT APPROPRIATIONS, 1952 1013 


transmission lines in western Missouri to serve electric cooperatives and 
municipally owned systems. These lines are also necessary to the existence 
of several generation and transmission co-ops which have power-exchange 
contracts with SPA and have construction well under way. About 60 percent 
of the money necessary to complete them had already been appropriated and 
is either spent or is under contract. The SPA Administrator advises us that 
this action will prevent the use of lines already built because they would be 
stopped short of completion without substations or switching stations. That 
would be inexcusable waste. 

Southeastern Power Administration—the Southeast 

Representative Vaughan Gary, of Virginia, offered an amendment to eliminate 
all funds for SEPA construction. It passed by a record vote of 248 to 149. 
Lines eliminated were to serve defense loads and rural electrics. The House 
committee had already made drastic cuts in SEPA requests and this will leave 
SEPA without any facilities for marketing power to co-ops and public bodies 
from Government-built dams in the Southeast. It will thus prevent farmers 
of the Southeast from sharing in the benefits of the power of these dams. 

Note that while all these amendments were hotly contested, they all passed 
by substantial majorities. 

Arguments presented for the slashing of funds of course were many. The 
usual argument of economy was used, of course, but perhaps not too effectively 
because it was generally known by the Members that the House committee had 
already made drastic cuts and had refused to approve important lines to serve 
electric co-ops, notably in Minnesota and Iowa. It was known that all these 
agencies were asking for practically no new construction except for completion 
of projects already authorized and under way. It was made clear during the 
House debate that all the power facilities were self-liquidating. It was known 
that there would be no duplication because all of the facilities in the affected 
areas are inadequate, and with the power industry growing faster than any other 
American industry and doubling itself every 7 to 10 vears (and even faster than 
that in rural areas), duplication has become a thin argument. It was also known 
that the whole country is drastically short of power and that production is being 
slowed down for lack of power. 

Why, then, did it happen? 

Increased power facilities are essential to defense production. Clifford B. 
McManus (the private power executive heading DEPA, the agency charged with 
planning electric power production for defense} has stated that 7,500,000 addi- 
tional kilowatts must be produced. “This,’ McManus declared, “represents 
about 1.7 times the additional loads which the 1951-52 programs had been desig- 
nated to meet * * * margins will be decreased in some areas far below the 
danger point. A reasonably safe power situation cannot now be expected before 
the end of 1954 at the earliest.” 

In the face of these defense needs, why was Interior’s power program drastic- 
ally cut instead of being expanded ? 

The National Association of Electric Companies eariier this year published 
a pamphlet, entitled “You Draw the Line.” setting up an obituary list which the 
amendments followed rather closely. This pamphlet appealed to the natural 
desire of Congress to economize in these days of high taxes and essential expendi- 
tures for defense. These power programs are numerous and complex, so it is 
almost impossible for each Congressman to analyze each project thoroughly. 
Unless they hear from their constituents, they are likely to think of the Interior 
program in very general terms rather than in terms of what the individual 
programs mean in terms of production in your various areas. Hordes of power 
company officials were here in town to convince them that the Interior programs 
mean nothing in terns of production, are completely unnecessary. 

Wanting to economize without cutting production, many of these Congressmen 
will be guided by the word of power company officials unless they get contrary 
evidence from you. 

A new force injected into this campaign against us was that of the electrical 
unions of both AFLand CIO, The International Brotherhood of Electrical Work- 
ers even appeared before the committee against these items. Many Congressmen, 
particularly from the big cities, who had always supported our programs, voted 
against us. 





1014 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


NRECA policy 

These crippling amendments are all in conflict with the many resolutions and 
the recent power policy statement adopted by you and the other leaders of the 
rural electrification program in recent State, regional, and national conventions. 
What can we do about it? 


The bill now goes to the Senate. Indications are that the rural electrics from 
all the affected areas will appear before the proper Senate committee to ask for 
restoration of these drastic cuts. But it will be an up-hill battle in view of the 
crushing defeats which the friends of the rural electrification program suffered 
in their efforts to beat the amendments in the House. And if the Senate restores 
any of the items, the amendments will still have to go back to the House for re- 
consideration. 

Every Senator and Representative should be fully advised as to what these 
House amendments, directly or indirectly, mean to rural electrification in your 
area. Yes, your Congressmen—and your Senators too—would like to hear from 
you. Obviously, it would be best if you could see them. Short of seeing them 
‘can you write them, and, if you can handily, will you please send us copies? 

You alone can save these items. But accomplishing this will require the most 
immediate and intensive personal effort you have ever put forth. What happens 
here now will affect the program for a long time to come. 

Sincerely, 
CiypvE T. ELtts. 

P. S.—Attached is a compilation of how your Congressmen voted on these 
various amendments. 


©. T. BE. 
FORMATION OF SUPERCOOPERATIVE 


Mr. Surron. It was probably 18 months or 2 years ago it came to 
our attention there was dissatisfaction in the eastern part of the State 
as to the amount that a power company, a small company, the Tide- 
water Power Co., was charging the co-ops. 

Our company got into it, although we were in an adjacent territory, 
to see if we could not work it out. The representatives of VEPCO got 
together with us also, as well as the Tidewater Power Co. We met with 
them. We thought we had ironed out the difficulties. 

In the fall of 1949, these 17 rural cooperatives in North Carolina, 
including 8 of our customers, formed a super-coop. Negotiations 
were opened with the three electric companies involved that I have 
just mentioned. A1] differences, we thought, were ironed out. 

In January 1950, a proposal was made to the super-co-op to apply 
to all these co-ops. Under it the Carolina Co-op customers would 
continue to neceive the 7.5-mill rate. All of the other co-ops in that 
group would receive 7.5 mills except the five served by the Tidewater 
Co., and for those five a rate of 8.5 mills was agreed on. Tidewater 
took the position it was a small company and ‘they could not make 
the 7.5. We made them some concessions so they were able to go to 
8.5. If they had accepted that proposal, these co-ops—not these we 
are serving, but these other co-ops, they would get the reduction. 

Senator ELLenper. Served by Tidewater ? 

Mr. Surron. Yes—and Virginia. The Virginia Co.’s rate was 
more than 7.5, but they agreed to go to 7.5. They would have been 

saving $25,000 a month—that is, those co- ops. 

— ant to call your particular attention to this, on what has been 
said, 
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WHEELING CONTRACT 


Our proposal contained a provision to transmit power from the 
Buggs Island Dam to such co-ops that wanted the Government power. 
On May 17 the co-ops asked us to take the wheeling provision out of 
the proposal—we did so. 

Senator Haypen. What wasthat wheeling arrangement ? 

Mr. Surron. We agreed to wheel the power that was made avail- 
able, at the actual cost to us and we would have an outside person, such 
as the Federal Power Commission, determine what would be fair: 
take care of the actual investment, and the losses. It would be prob- 
ably in line with the statements you have heard here. That figure 
was left open because it was something we wanted to negotiate. 

Senator Haypen. Do you mean 1 cents, 114 cents, or 2 cents / 

Mr. Surron. No, mills. 

Senator Haypren. I mean mills. 

Mr. Survon. Here you would take it to a co-op 50 miles away. 
Here you would take it to one 150 miles away. What they call a 
postage stamp rate has its difficulties, because it would be higher for 
one than for the other. We would have to determine from these 
which rate they wanted, whether they were going to give the man 
close to the source the advantage or put it at the same rate. 

Our commission in North Carolina would like to have it uniform 
all over the State for power and lighting. Most of the companies do. 

At their request we took this from the agreement, but assured them 
they could have it back when they wished it. Obviously we have no 
intention of bottling up this Buggs Island power. Let us see what else 
has happened in the 15 months that have passed since that proposal. 

The super co-op apparently referred the proposal to the REA office 
in Washington. There it has stuck and we have been unable to get 
it going again. 

On April 9, 1951, the three companies involved sent a letter to 
Mr. Wickard, together with comments outlining all of these negotia- 
tions. I have a copy of that letter here which I would like to place 
in the record here giving the story. 

(The letter referred to is as follows:) 

CAROLINA Power & Licur Co., 
Raleigh, N. C., April 9, 1951. 
Mr. CLavpe R. WIcKARD, 
Administrator, Rural Electrification Administration, 
Department of Agriculture, Washington, D. C. 

Deak Mr. Wickarp: Congressman Porter Hardy, Jr., made available to Mr. 
R. J. Throckmorton, vice president of Virginia Electric & Power Co., a copy of 
your letter to him of February 28, 1951, concerning the proposals of Carolina 
Power & Light Co., Virginia Electric & Power Co., and Tide Water Power Co., for 
supplying power to the member cooperatives of the Eastern North Carolina 
Electric Membership Corp. In doing so he expressed the thought that ‘perhaps 
the enclosed may be of some assistance to your company and the other interested 
companies in bringing the matter to an early conclusion.” 

Your letter states you believe that “all parties concerned with this matter—the 
individual distribution cooperatives, the federated power cooperative, and REA— 
are anxious for an early settlement of the problem.” This being so, we feel that 
since these negotiations began 16 months ago sufficient information has been 
developed to clarify the problem completely so that a prompt and satisfactory 
settlement with us can and should be consummated. 
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We are enclosing a memorandum titled “Comments Concerning REA Adminis- 
trator Claude R. Wickard’s Letter of February 28, 1951, to Congressman Porter 
Hardy, Jr.,” in order to show you conclusively that, without further delay, you 
should recommend that the member cooperatives and Eastern North Carolina 
Electric Membership Corp., accept the power companies’ now outstanding pro- 
posals for the following reasons: 

1. So that the member cooperatives may avail themselves immediately of the 
saving in power cost which now well exceeds a quarter of a million dollars a year, 
a saving which will become substantially greater as the cooperatives grow larger. 

2. The rates offered are among the lowest in the Nation, averaging some 25 
percent below the national average and some 15 percent below the cost of power 
at Buggs Island, according to testimony of Mr. Ben Creim, Administrator, South- 
eastern Power Administration, and a statement from the office of Gen. Lewis 
A. Peck, Chief of United States Army Engineers. 

3. The most adequate and dependable supply of power which can be fur- 
nished to these cooperatives is from the interconnected network systems of 
Carolina Power & Light Co., Virginia Electric & Power Co., and Tidewater 
Power Co. and not that which might be supplied by the Southeastern Power 
Administration from Buggs Island, or from the Eastern North Carolina Elec- 
tri¢ Membership Corp.’s proposed generation and transmission system, or from 
any arrangement with certain municipal systems in eastern North Carolina. 

4. The member cooperatives are not prevented, if they elect to avail them- 
selves of it, from obtaining Buggs Island power when and to the extent it may 
be allocated to them. If this is desired, the companies will reinstate their 
offer to transmit Buggs Island power to the respective load centers, 

5. It is the long-established policy of REA not to approve generation and 
transmission loans unless as a result of these loans the distributing coopera- 
tives will obtain either a more adequate or a cheaper supply of power than 
they can obtain from any other source. It is obvious that the proposed loan to 
Eastern North Carolina Electric Membership Corp. would not accomplish either 
purpose and therefore should not be approved by REA. 

6. As REA has already approved many 5-year contracts, and is still approv- 
ing such contracts, between power suppliers and borrowing cooperatives, REA 
should advise Eastern North Carolina Electric Membership Corp. that REA 
will approve the 5-year term proposals submitted by the power companies. 

7. Under the REA loan contracts with the distributing cooperatives, REA 
has the authority to suggest and recommend that Eastern North Carolina 
Membership Corp. accept the now outstanding proposals. REA’s failure to 
do so will obviously be both costly and unnecessarily wasteful to the member 
cooperatives. 

For the reasons cited in this letter, we respectfully urge you to recommend 
to the member cooperatives and the Eastern North Carolina Electric Member- 
ship Corp. that in their own interests they accept promptly the proposals which 
we have made to them. 

Respectfully, 
CAROLINA Power & Licutr Co. 
S. P. Veceker, Vice President. 
VIRGINIA Exvecrric & Powrr Co. 
W. E. Woop, Vice President. 
TIDEWATER POWER Co., 
A. E. Jones, Vice President. 


COMMENTS CONCERNING REA’s ADMINISTRATOR CLAUDE R, WicKARD’s LETTER OF 
FEBRUARY 23, 1951, TO CONGRESSMAN Vorrer Harpy, Jr. 


Mr. Wickard agrees that the individual member cooperatives, Fastern North 
Carolina Electric Membership Corp. (Eastern), the Rural Electrification Admin- 
istration (REA), as well as Carolina Power & Light Co. (C. P. & L. Go.), Vir- 
ginia Electric & Power Co. (VEPCO), and Tide Water Power Co. (T. W. P. Co.), 
the three power companies, all recognize the desirability of an early settlement 
of the power supply requirements of the member cooperatives of Eastern. In 
this connection the power companies have been endeavoring over an extended 
period of time to obtain a conference with Eastern to negotiate the one remaining 
point; namely, the number of years in the term of the contract. The delay on 
the part of others than the power companies is costing the member cooperatives 
at the present time some $25,000 per month and since the power companies’ 
January 20, 1950, proposals has cost the member cooperatives a total of almost 
$300,000 to date. 
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From the time that the first distributing cooperative was formed in North 
Carolina, the power companies have supplied the cooperatives with satisfactory 
service and have taken care of all their contractual requirements in ample time. 
During all these years—prewar, war, and postwar—the REA never indicated 
that it had any occasion to worry about ample power being available because 
the power companies believe that REA knew the power companies had the 
generating capacity and transmission facilities to provide all of the cooperatives’ 
power requirements. Now, judging from Mr. Wickard’s statement, REA appears 
to worry even in the face of the power companies’ written commitments to supply 
the cooperatives with all their power requirements, not only as estimated by REA 
engineers through 1959 but for such additional power as they may need. In 
addition, the power companies know that they are offering, through their inter- 
connected network systems, to furnish the member cooperatives the most 
adequate and dependable supply of power which reasonably can be made available 
to the member cooperatives. 

Mr. Wickard states that Eastern was organized prior to World War II, but 
the power companies did not learn of the organization of Eastern until after 
it was granted a charter by the State of North Carolina (No. 60289) on Feb- 
ruary 4, 1949. 

Mr. Wickard states that many distributing cooperatives did not have a reliable 
low-cost power supply, that power costs were as high as 1.85 cents, that a very 
substantial pert of the area was paying 1.47 cents, and that facilities were 
inadequate in some areas. This statement infers to the power companies that 
one of them was charging 1.85 cents per kilowatt-hour, but this was not the 
case as it was the town of Belhaven, a municipality with its own generating 
plant, which made this charge. Mr. Wickard’s statement that a very substantial 
part of the area was paying 1.47 cents per kilowatt-hour likewise is to the 
power companies a little misleading as of all the power bought by the member 
cooperatives from both the power companies and municipalities only 20.1 percent 
of the power cost paid in the year ending June 30, 1949, was as much or more 
than 1.47 cents per kilowatt-hour. Mr. Wickard did not state that during that 
period these member cooperatives were purchasing approximately 90 percent 
of their power requirements from the three power companies at an average cost 
slightly over 1 cent per kilowatt-hour. These member cooperatives purchased 
the remainder of their requirements from certain municipalities but at much 
higher rates. 

Contrary to Mr. Wickard’s statement, the companies have not known and do 
not know of any cooperative which has been denied the power that it wanted 
to contract for, because of inadequate facilities or for any other reason. Further- 
more, the cooperatives have been guaranteed, in letters dated January 20, 1950, 
that all their future power requirements, at desired delivery points, would be 
met at the following rates: 


| 
Price per Percentage of 

Company kilowatt-hour sales to 
(cents) cooperatives 


Virginia Flectric & Power Co - 1 
Carolina Power & Light Co 75 $ 
lide Water Power Co = 34 


Subtotal, power company 1950 proposals 
Municipalities, 1049 


Total 
Average of private suppliers in United States, 1949 


Based on rates quoted by Southeastern Power Administration (SEPA) to 
NACA, at Langley Field, Va., for Buggs Island power, and the statement from 
the office of Maj. Gen. Lewis A. Pick, Chief of Army Engineers, to the Senate 
Committee on Appropriations on December 19, 1950, that the cost of Bugegs 
Island power at the bus today is 0.91 cent per kilowatt-hour, it is apparent that 
the cost of power to the member cooperatives will exceed 9 mills per kilowatt- 
hour which is at least 15 percent higher than the average cost of power under the 
January 1950 proposals of the power companies. 

Mr. Wickard stated that two of the power companies offered substantial redue- 
tions, but did not mention that the third company (C. P. L. & Co.) already has 
in effect one of the lowest rates in the entire country for its cooperative customers, 
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it being 0.75 cent per kilowatt-hour. Likewise, he did not state that the rate 
offered by one of these two companies (VEPCO) would place it at the same low 
level of 0.75 cent per kilowatt-hour. Neither did he mention that TWPCO, a 
relatively small company, offered a rate only one-tenth cent higher, making it 
also a very low rate and one well below the national average (TWPCO’s rate of 
0.85 cent per kilowatt-hour is 0.17 cent per kilowatt-hour or 16 percent less than 
the national average of private suppliers for the year ended June 30, 1949). It is, 
therefore, difficult for the power companies to understand, after Mr. Wickard’s 
office concluded that self-generation would not show as low a cost, why he does 
not recommend acceptance of the offers of the three power companies. The delay 
in not accepting these offers, from information furnished Eastern, shows that 
the nonacceptance is costing the member cooperatives over a quarter million 
dollars per year and has already cost a total of almost $300,000 to date. 

From reading Mr. Wickard’s letter, one would infer that certain local munici 
palities have an abundance of cheap surplus power, which, if it could be bought, 
would be advantageous to Eastern. However, any power that the member 
cooperatives might obtain from certain local municipal generating plants would be 
almost a negligible amount and would be available only so long as surplus power 
is available. Generally such surplus would be available from less efficient units 
as their most efficient units are carrying their own loads. Consequently this 
power probably would cost more than the average of 1.28 cents per kilowatt-hour 
charged by these municipalities for the year ended June 30, 1949. 

Mr. Wickard’s letter is silent on the amount of power which will be available 
from Buggs Island. This is most important as you cannot sell power you do 
not have and the amount of Buggs Island power is limited. It is apparent that 
SEPA will not have enough power from Buggs Island to supply all so-called 
preferential customers in both Virginia and North Carolina if all such customers 
want to buy their total power requirements from Bugegs Island. Should SEPA 
serve Langley Field it would, with its initial installation, only have 38,000 kilo- 
watts of capacity left for all other customers and by REA’s own estimate the 
cooperatives who are members of Eastern alone will require over 50,000 kilo- 
watts in 1954. Therefore, it is evident that the member cooperatives in North 
Carolina must rely on the power companies, either directly or indirectly, for 
a large portion of their power requirements. Under the power companies’ 
proposals, they will furnish an adequate and dependable supply of power to the 
member cooperatives from the network of the interconnected transmission 
systems of the three power companies. It is obvious that such a supply of 
power will be more adequate and dependable for the member cooperatives’ 
future years’ requirements than a supply from Buggs Island over a single 
transmission line even if sufficient power were available, or from any other 
source of which we have any knowledge. 

Mr. Wickard states that although the power companies had proposed to 
wheel Buggs Island power to the member cooperatives that the power companies 
did not have a wheeling agreement with SEPA and that there was no indication 
as to what the wheeling charge would be. Due to this statement and REA’s 
interpretation that the wheeling provision would be tied exclusively to the 
transmission facilities of the power companies, the wheeling provision was un- 
acceptable to Eastern. At the time of the power companies’ January 1950 pro 
posals SEPA was not operating according to Mr. Wickard’s statement in his 
letter of February 23, 1951, and, therefore, it is obvious that the power com- 
panies could not have had an agreement with SEPA. Furthermore, the January 
20, 1950, proposals of the power companies did include an indication as to what 
the charge for wheeling would be and we quote: “The cost of transmitting 
such electricity to customer shall be a charge to compensate company for the 
losses incurred and the use of transmission facilities necessary to receive and 
deliver such electricity.” Eastern insisted that the power companies delete 
this provision from their proposals and they agreed reluctantly to do so but 
are willing to reinstate it if Eastern desires. 

Mr. Wickard in fact agrees that Eastern now objects to only one item in 
the proposal of the power comnanies as it now stands, and that item is the 
number of years in the term of the contract. Throuchont neotiations, until 
October 2, 1950, the power companies believed that contracts with a term of 5 
years, containing a rate of 0.75 cent per kilowatt-hour for VEPCO and C. P. L. 
& Co. and a rate of 0.85 cent per kilowatt-hour for TWPCO, would be ac- 
ceptable to both Eastern and REA. However, it was at the October 2, 1950, 
meeting that the power companies first learned, through Mr. Kenneth Hardy, 
REA representative, that with such rates the contract term would have to be 
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3 years but if TWPCO would make its rate 0.75 cent per kilowatt-hour then 
a contract term of 5 years would be acceptable. It is apparent that the con- 
tract term, not the rate, is the only remaining unresolved disagreement. 

TWPCO’s proposal provides for a rate of 0.S5 cents per kilowatt-hour, only 
one-tenth of a cent higher than the rate offered by VEPCO and C. P. L. & Co. 
This is reasonable and fair considering the size and sparsely settled area 
served by this smaller company. According to figures from REA’s twelfth 
annual report of energy purchased by REA borrowers, the Albemarle Elec- 
tric Membership Corp. of Hertford, N. C., purchased power from VEPCO at an 
average of 1.01 cents per kilowatt-hour and resold it to the Roanoke Member- 
ship Corp. at an average of 1.26 cents per kilowatt-hour. REA’s published re- 
port for the year ended June 30, 1949 is replete with similar, higher resale 
costs in many sections of the country. This report shows that the average cost 
to all REA cooperatives for power purchased from REA borrowers was 1.57 
cents per kilowatt-hour, while the average cost to all REA cooperatives for 
power purchased from all power companies was 0.96 cent per kilowatt-hour. 
In the opinion of the three power companies TWPCO proposes nothing not 
recognized as good business by the REA and REA-financed cooperatives 
generally. 

If TWPCO's proposal had been accepted, building would have started with 
January 1950, and thus the member cooperatives served by TWPCO have 
lost 15 months or some $230,000 as against a possible 5-year saving of $170,000, 
the difference between 0.85 cent per kilowatt-hour as offered and 0.75 cent per 
kilowat-hour as later requested, based on year 1950. Therefore, the member 
cooperatives in TWPCO’s territory have already sacrificed some $60,000 and 
continue to increase this each and every month they delay. 

Mr. Wickard states that “the power companies agreed to build certain trans- 
mission lines to reach some of the load centers.” This statement could have 
been very definite as VEPCO and C. P. L. & Co. agreed to build transmission lines 
to reach all load centers designated by Eastern and TWPCO agreed to build to 
all but five points which were covered by a satisfactory compromised agreement. 
These five points involved about 10 percent of the requested delivery points and 
represented construction of some 30 miles of 33-kilovolt transmission lines. 
This should not have disturbed Eastern when one of its members recently bor- 
rowed money to build 62 miles of 66-kilovolt transmission lines. 

Mr. Wickard states that early in 1949, Eastern employed engineers to determine 
whether or not the member cooperatives of Eastern might obtain a more adequate 
and economical source of power than that provided by the power companies and 
that these engineers were released during October 1950 presumably because they 
were unable to do so, and new engineers were employed at that time. 

Eastern’s original engineers have stated that self-generation and transmission 
would be more expensive than the proposals submitted by the three power com- 
panies in January 1950. Almost 6 months have elapsed and the power com- 
panies are told that the new engineers still are continuing their search. 

As stated by Mr. Wickard, we have not submitted contracts to the distributing 
cooperatives and can see no reason to do so in view of the statement made by Mr. 
Kenneth Hardy of REA to the power companies at the Tarboro meeting on October 
2, 1950, that either TWPCO must agree to a 0.75 percent rate or all companies 
must agree to a 3-year-contract term. As previously stated, until this meeting, 
a 3-year-contract term had not been requested. In fact, the power companies 
were given to understand by RBA that it would follow its long established policy 
of approving a 5-year contract, just as it had done in many cases in the past. 
The power companies are strongly supported in their view that the decisions of 
Eastern are influenced by advice from REA. This is borne out by VEPCO's 
experience with a 0.75 cent contract which has been executed both by VEPCO 
and by one of the Virginia distributing cooperatives, which is not a member of a 
federated cooperative. We understand that this contract has been in the REA 
office for 8 months. It needs only the approval of REA to become effective and yet 
because of the lack of such approval, this cooperative is being deprived of savings 
in its power cost at the rate of $7,500 annually, based upon its current purchases. 

Contrary to the inference in Mr. Wickard’s letter, the power companies cannot 
help but feel that neither the North Carolina federated power cooperative nor the 
individual distributing cooperatives are entirely free to make the final decisions 
in power-supply matters but that REA’s suggestions and recommendations domi- 
nate such negotiations, and, therefore, that REA is responsible for the delay 
which is so costly to the distributing cooperatives. 
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A summary of these comments definitely shows that the distributing coopera- 
tives, who are members of Eastern, have been offered an unlimited dependable 
power supply delivered at the load centers designated by them at a rate as low 
or lower than similar power can be delivered in a similar manner from Buggs 
Island and at the same time have offered and do offer to transmit for these mem- 
ber cooperatives, on an equitable basis, any and all power they may buy direct 
or indirectly from Buggs Island. It, therefore, is uncomprehensible why REA 
does not recommend and Eastern does not accept the now-outstanding offers of 
the three power companies instead of increasing the $300,000 already lost by an 
additional $25,000 per month for each and every month of further delay. 


CONTRACT NEGOTIATIONS WITH COOPERATIVES 


Mr. Surron. I just want to give the last paragraph for the record, 
summing up the proposal : 

A summary of these comments definitely shows that the distributing coopera- 
tives, who are members of Eastern, have been offered an unlimited dependable 
power supply, delivered at the load centers designated by them at a rate as low 
or lower than similar power can be delivered in a similar manner from Buggs 
Island, and at the same time have offered and do offer to transmit for these 
member companies on an equitable basis, any and all power they may buy 
directly or indirectly from Buggs Island. 


BUGGS ISLAND-KINSTON LINE 


Senator Haypen. That transmission distance, according to the map, 
from Buggs Island, to Kinston, is what ? 

Mr. Surron. Some of these co-ops are down in the extreme south- 
eastern portion of North Carolina. 

Senator Haypen. There is no proposal at the moment to go any 
further than Kinston; is there? 

Mr. Surron. No. Asa matter of fact, the proposal is not to build 
the lines, but to make a study of the lines. It has run into millions of 
dollars. 

Senator Ettenper. Do you mean, to build them ? 

Mr. Surron. Yes. 

Senator Ettenper. They have estimates here. 

Senator Haypen. The estimate is about $4,000,000. 

Mr. Surron. I said millions of dollars for those. That is just a 
start. AJl they are asking for is some $100,000 to make a study of this. 
You would think from the generous amount that Southeastern has 
been given to run the office, they would be able to make what study was 
necessary. It therefore is incomprehensible why REA does not recom- 
mend and Eastern does not accept the now outstanding offers of the 
three power companies, instead of increasing the $300,000 already lost 
by an additional $25,000 per month for each and every month of 
further delay. 

Gentlemen, we have been forced to the conclusion that the reason 
this contract, with resultant savings, has not been signed, is a desire of 
the Southeastern Power Administration, with the assistance of the 
REA, to retain some misleading scenery to aid them in obtaining from 
the Congress the authority and funds to construct the Federal trans- 
mission lines; by claiming the co-ops have no means of obtaining 
Buggs Island Government power, and also to point to the relatively 
high: rates now being paid by certain of the co-ops to one municipality 
and one of the power companies, which rates would be eliminated by 
our proposal. 
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This 16 mills that several of these companies are paying Tidewater 
has been broadcast over the Congress. When we had the fight in the 
House everything was based on this 16 mills. I heard it mentioned 
here this afternoon. We have heard it at other times. We cannot 
see any other reason. 

Senator Eixnenper. Your proposal led to this: That the entire out- 
put of Buggs Island would be under the control of your company and 
the Virginia Electric Power Co.? Would that not be the result of it ¢ 

Mr. Surron. I do not know that you could call it “under the 
control of.” 

Senator Extuenper. You would be the only distributing agency. 
Do you think that American people would back such a proposal a 
that if this Congress were to establish a policy of building large dams 
to generate electric ity and then let pr ivate companies like yourse slves 
and VEPCO have entire control of the distribution ¢ 

Mr. Surron. I have always had the impression that the Government 
went into the power business as an incidental feature to flood control, 
navigation, defense, and such reasons as that. It was often stated 
that the power was incidental. The impression I got was it would be 
disposed of. 

Senator Evtenper. I have been voting for it all along. That has 
not been my impression. My impression has been to create power 
so as to preserve for future generations vast amounts of coal, gas, and 
other natural fuels. 

Mr. Surron. I think the natural resources should be preserved and 
also all vital materials. 

When your generating plants are built the power is there and it 


cannot be taken away. If the facilities of the taxpaying companies 
are used, duplicating vital materials which are so much needed today, 
unnecessary equipment, labor, and materials are not used—the cooper- 
atives get it, that is, cheaper than they could get it otherwise—the 
Government is getting money and getting taxes on it. 


RATES CHARGED COOPERATIVES 


Senator ELtenper. You take the cooperatives at Kinston. We had 
somebody say the charge was 15 mills. 

Mr. Surron. That is one of these five co-ops that I have mentioned 
that are getting power. 

Senator Exnenper. That is only one I am familiar with. How 
many others are there ¢ 

Mr. Surrron. I have the record here. I think it is five. It is either 
five or six that Tidewater Power Co. is serving. If they had accepted 
this proposition, it would be for the last 15 months, and they would 
have been getting all of that at 8.5 mills. 

Senator Cuavez, It is still advantageous to you people, the Carolina 
Power & Light Co. ? 

Mr. Surron. We think it would be to our advantage to serve them. 

Senator CHavez. What about serving the ultimate consumer, the 
man who uses the power that has been developed at the expense of the 
taxpayer, as Senator Ellender has indicated? Was he taken into con- 
sideration ¢ 

Mr. Sutrron. I would say he would profit by that because the Gov- 
ernment would save that money. What money we spent there is tax- 
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able. Every kilowatt-hour we sell we pay a tax on. We have a tax 
in the State on our grogs revenues. When we get power and sell it at 
7.5 mills to the tax-free cooperatives, our company pays a tax on those 
sales. We have in the States of North and South Carolina, as well as 
Virginia commissions set up by the States. Those commissions regu- 
late our rates. Your rates are based on a percentage of your plant 
account. When you buy power, it does not add at all to your plant 
account, like a generating station. Therefore, our rate base is not 
increases. We do not get any additional profit on that. 


COMPARISON WITH SOUTHWEST AREA 


Senator Haypen. What is the difference between your situation and 
that in Oklahoma or Arkansas or southern Missouri and other places, 
or in the far West, wherein the private power companies have found 
it to their advantage to agree that they will help to carry out the 
public-power policy of the Government; that is, to make available any 
power generated at these hydroelectric dams to preferred customers 
of the Government, the co-ops, the municipalities, or to the Govern- 
ment itself, at the lowest possible rates consistent with good business 
principles? They have agreed in these wheeling agreements to do that 
very thing and have found it advantageous to do it, because, by inte- 
grating the hydro power with their steam power, they save money on 
steam generation. You say this high-cost coal is involved. It would 
certainly be possible to integrate the Buggs Island power, fluctuating 
as it is, into your system in an advantageous way; is that not true / 

Mr. Surron. I think that could be worked out. We would be glad 
to do that. 

Senator Haypren. Then, if you can do it, as in the West, it is simply 
a question of how much you should be paid for wheeling it from Buggs 
Island to these preferred customers of the Government. What is your 
objection to doing that # 

Mr. Surron. We will be glad to work out something of that kind. 

Senator Hayven. If that is done, there is no necessity for the Gov- 
ernment to invest any money in transmission lines, 

Mr. Surron. I agree with you most heartily. 

Senator Haypren. But if we cannot do it and there is an obligation 
laid down in the law, that this power shall be made available by the 
Federal Government to these preferred customers, and they cannot 
get it any other way, then Congress is forced into the position of 
heing compelled to appropriate money for transmission lines because 
it cannot be delivered any other way. That has been the matter that 
has faced us all along. 

In the Oklahoma and Southwestern instance, we appropriated 
$6,000,000 to build transmission lines upon the condition that if a 
satisfactory wheeling arrangement could be made, the money would 
not be expended. A satisfactory arrangement was made. The com- 
panies say they are happy with it. Certainly the Government is happy. 
The co-ops are happy. Everybody around there is perfectly satisfied 
and the $6,000,000 was rescinded and never spent. I cannot under- 
stand why you cannot do the same thing. 

Mr. Surron. We can. We can make a fair arrangement, and we 
will be glad to do so. I just mentioned how we put it in this contract. 
Instead of negotiating, they told us to take it out. 
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Senator Cravez. I would rather have you folks do it than the 
Government. 
Mr. Surron. Thank you. 


CONSTRUCTION OF TRANSMISSION LINES DISCUSSED 


Senator Cuavez. But if you will not do it, I think the Government 
has an obligation to these people. 

Would there be any objections from the private power companies— 
and I have no antagonism whatsoever, I believe they are a fine Amer- 
ican institution—to have the Government appropriate the money, 
provided that it should not be spent if you get together with those 
folks and do the right thing like they did in the Southwestern Power 
Co.’s case in Texas, Oklahoma, and Arkansas. 

Mr. Surron. In my opinion there is, and I would like to give you 
the reasons. 

Something similar to that was stated in the case of the Virginia 
Electric & Power Co. case, with which you are familiar. 

Here, within 30 or 60 days, and I will ask the Virginia representa- 
tives to correct me if I am wrong, the Southeastern Power Authority 
gave out a statement to the effect that they had started crews out and 
started to build the line because they, Southeastern, had not been 
able to work out anything satisfactory with Virginia. Is that correct? 

Mr. Moors. On April 3. 

Senator Cuavez. Do you mean to say you, as a businessman,—and I 
take it being in the position that you occupy, you are a responsible ~~ 
respected businessman—that you think because someone started + 
rumor something was going to be done, that it is done ? 

Mr. Surron. I would not call a release given out by the South- 
eastern Power Authority a rumor. 

Senator Cuavez. You do not know Government, then. 

Mr. Surron. If what is a fair basis could be determined by you gen- 
tlemen, that would be one thing. ‘To give a man a revolver to hold at 
your head when he tries to determine how much of the $100 you have 
in your pocket should be given him and how much you should keep, 
that is a rather unpleasant thing. 

Senator Cuavez. In this instance it appears to this committee mem- 
ber you both feel that way. You do not trust each other. 

Senator O’Manonery. There are too many revolvers around. 

Mr. Surron. I am afraid we have not got many of those. 

Senator Cuavez. I know the committee is not antagonistic toward 
private enterprise. 

Mr. Surron. We have tried to do a job and we think we have. 

Senator Cuavez. We do think the Government must function. If 
private enterprise, through a miscalculation, and probably wrong 
thinking and maybe wrong investigations, has done the wrong thing, 
I think Government has the responsibility to do something about it. 

Senator Exrienper. It strikes me, Mr. Sutton, the amount of power 
that is to be developed from Federal funds is so small in contrast to 
what is going to be used in that area, that it should not take you long 
to contract with them to get rid of it. It would be to your advantage. 
If you can get more of this overflow over your lines and distribute 
that, it will reduce your cost. 
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Mr. Surron. Did you mean from generating stations, or are you 
referring to transmitting lines? 

Senator Extenper. Let us take Buggs Island. There is a certain 
peak load to sell. In order to feed customers a constant stream of 
electricity, it may become necessary to firm that. All the people are 
asking is that you assist in firming that. That is what it amounts to. 
It strikes me the amount of electricity generated there is so small in 
contrast to what is produced in this entire area, you should want to 
do that; thereby, you would prevent further expansion on the part 
of the Government to take any steps to firm that power. 

Mr. Surron. With respect to firming the power, we will be glad 
to get together with them on a basis of that kind. I cannot see the 
transmission lines will help firming the power. 

Senator ELtenper. I have been on this committee for 2 or 3 years. 
As has been pointed out, many of the utility companies speak of doing 
it and they do not do it until the Government says “We will appro- 
priate the money, and then see if you can get a contract.” I do not 
like that method. It strikes me that you ought to be able to get to- 
gether before Congress takes such action. 

Senator Haypen. What Senator Ellender says is true in regard to 
the Southwestern Power Administration area. The total amount of 
Government power firmed up was about 20 percent. The other 80 
percent would always be produced by private interests. I am talking 
about taking the unfirmed Government power and firming it up. 
Then it still amounts to only 20 percent of the power used in the area. 
It cannot be even 20 percent with respect to Buggs Island, and these 
a gy 

Mr. Surron. I am not taking a different position from you on firm- 
ing the power. My position is on the lack of necessity for the trans- 
mission lines. 

You speak of waiting until the last minute. Here is an example I 
mentioned, where we proposed wheeling and proposed a rate we think 
is lower than the wheeled power will cost. Yet the REA was handling 
it for this super-co-op nd refused to sign it. They put one objection 
in and then another, and asked us to take out the wheeling provision. 
I think they did that so they can talk to you about the 16 mills power 
that a certain few of them are paying, and use that to get your sympa- 
thy when it could be eliminated. 





CONTRACT NEGOTIATIONS 


Senator O’Manoney. In response to a question of the chairman with 
respect to a contract you might make with the Southeastern Power 
Administration, you said “Yes, something like that.” Then a little 
bit later, in response to a similar question you said “Yes, a fair con- 
tract.” For the record, what did you have in mind when you said 
“something like that”? What did you have in mind when you speak 
of a“fair contract”? Before you answer, may I say this: the evidence 
that I have heard in this committee over the years, of building up this 
REA is to the effect—as outlined by the chairman—that we have not 
begun to fill the market for power in the United States, the demand for 
power, which is greater than now is being furnished by both private 
and public agencies. ‘That it will be to the advantage of the people 
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if this power is made available, and that it is possible for private 
and public utilities to get together. 

We have found on repeated occasions that the only way we could 
get the private utility to enter into contracts with the public utilities 
was to make the appropriations to build the transmission lines, so 
therefore my question to you is merely directed for the purpose of 
eliciting information as to whether or not the organization that you 
represent is actually ready and willing to sit down and make a contract 
which will be fair to both sides. 

Have you presented such contracts to the Southeastern Power 
Administration ? 

Mr. Surron. No, I would like to tell you why 

Senator O’Manoney. Are you willing to present such a contract? 

Mr. Surron. Yes. 

Senator O’Manonry. Have you discussed it with the Adminis- 
tration ? 

Mr. Sutron. To some extent. Then relations were broken off. I 
would like to put in the record why. 

They gave us a manifesto. 

Senator O’Manonery. That is a bad word to use. 

Mr. Surron. I know no other word to express it. I picked that 
word as the best word I could use covering this. 

They handed us a proposed basis for contractual agreements be- 
tween the Southeastern Power Administration and the private power 
companies. In other words, before they would talk, we would have 
to agree to all these things. 

Senator O’Manonry. I never knew a proposal to be a definitive 
contract, sir. 


CONTRACT CONDITIONS OF GOVERNMENT PROPOSAL 


Mr. Surron. They said they would not care to discuss it, unless we 
would agree to these certain seven things in advance. 

Senator O’Manonry. What are the seven things? 

Mr. Surron. I will put this in the record, and read them to you. 

No. 1. The Government will provide the facilities for the trans- 
mission of electric power from reservoir project power plants to load 
centers in or near the company’s service area, and will provide facil- 
ities for the delivery of power to the company at such load centers at 
an appropriate voltage. 

We do not think there is anything in section 5 of the Flood Control 
Act which gives the Secretary of the Interior the authority to so build 
transmission lines out, to go into the business of selling power, but 
it tells them to dispose of it with as few lines—to build no unnecessary 
transmission lines. We do not want to agree to start off that he has 
the right, under the act, to build transmission lines all over our 
system. 

Senator O’Manonry. He does not build the transmission lines. 

Mr. Surron. All that are necessary in our area we serve. 

Senator O’Manoney. It would be your judgment to determine what 
was necessary ¢ 

Mr. Surron. We have a commission in our State and we approach 
such matters through them. Our company has never been accused 
of being arbitrary. 
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Senator O’Manonry. Your company is not involved in this, so far 
as I know, but I recall distinctly that when the Roosevelt administra- 
tion began, in 1933, and the NIRA Act was passed, a blanket appro- 
priation was made to the President for the purpose of creating work 
and developing industry. Out of that there was an allocation offered 
by the President to the private utilities of the country to build trans- 
mission lines to the rural areas, in order to supply electricity to the 
rural areas. The response of the utilities was that the grant was not 
necessary, and that the farms were getting all the power they needed. 

It was refused, and it was because of the refusal of the private 
utility companies to accept a grant upon reasonable terms that the 
REA came into existence. The REA would never have been in exist- 
ence if the utilities had taken hold of the job that was there to be done 
at the time. The evidence before this committee to date has been 
without question that there still is a market which is not filled by both 
of your sources of producing energy. ‘Therefore, it seems to me the 
question as to whether or not the transmission line should be built is a 
subordinate question. If the transmission line is necessary to trans- 
port electricity to people who want it, then it ought to be built. If 
the private utilities will not build them, then the Government must 
build them, or else it will not be serving the interests of the people. 

Mr. Surron. Probably the companies should build them. 

Senator O’Mauoney. A response to that first condition by you easily 
could have been “We will build the lines and we will wheel the public 
power, and we will sell it at the proper place to the consumers.” That 
is the basis upon which your arrangement can be made. 

Mr. Surron. That is a very good suggestion. I had no idea they 
would accept anything but what they h: id put out. 

Senator O’Mauoney. You did not try them. 

Mr. Surron. I will be glad to try it. 

Senator CHavez. I think the co-op would need SEPA, the private 
companies in cooperation with the REA 

Mr. Surron. I am sure we could cooperate and do a better job for 
the country. 

Senator E.ienper. Is it your interpretation of what you have just 
read that the SEPA is insisting on building these lines to the centers? 

Mr. Surron. That is my interpretation. 

Senator Ettenper. That is what I understand. 

Mr. Surron. The statement you made of the money being offered 
to the utilities back in the Roosevelt Administration—I think the 
private companies who refused that made a great mistake. I may say 
in their defense, a lot of people made a lot of bad mistakes back in that 
depression period. 

Senator Cuavez. That is why we do not want to make them again 
now. 

Mr. Surron. Are there any further questions? 

Senator Haypen. I believe your time is about up. 

Senator ELLeNpEr. Would you mind giving him a little more time, 
because I would like to hear about those proposals. 

Mr. Surron. I will read them and put this in the record, if necessary. 
It was put in the record of the House. 

It reads: 

The parties will agree upon the additional construction to be performed by 


each to accomplish effective integration and the most efficient and reliable 
service. 
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Senator Cuavez. What is wrong with that ? 

Mr. Surron. Nothing—that part of it. 

Senator O’Manonry. That might include transmission lines. 
Mr. Surron. If we agree, it certainly would. 


The Government will sell and the company will purchase a block of power, 
the amount of capacity and energy to be made available to be declared daily by 
the Government, subject to the specified limits of capacity and energy and 
mandatory minimum water releases, the Government will deliver to the com- 
pany on any daily-load pattern requested by the company. 


In the power business, when you have obligations to customers and 
then to have told to you every day what power you can get, it is a little 
hard to understand, but nevertheless, that is what it says. 


The company will pay the Government for such power at the uniform rate 
for power from the project fixed by the Secretary of the Interior and approved 
by the Federal Power Commission, 

The company will sell and the Government will purchase off-peak energy at 
an agreed price. 

The Government and the company will exchange excess energy for the purpose 
of efficient and economical operation. 

The company will agree to deliver up to a predetermined amount of kilo- 
watts and kilowatt-hours to the Government or for its account, to Federal 
agencies, public bodies and cooperatives, delivery to be at the points on the 
company’s present or future transmission system, where capacity is available 
for such deliveries. The company will be credited for such delivery in kilo- 
watts and kilowatt-hours, and will be compensated for such exchange at a price 
to be agreed upon. 

Any agreement reached will be for a term of years with a right of cancellation 
on the part of either party upon 3 years’ notice. 


You will agree that cancellation means that it might be no more 
than 3 years. 


Senator Haypen. I think all of the contracts that have been entered 
into with any of the private companies with respect to wheeling 
provide that is 5 years to start with. Then on 38 years’ notice, it 
would be abrogated. 

Mr. Surron. Senator, this thought occurs to me: If a power com- 
pany—I might say feeble and small, compared with our Govern- 
ment—were to intergate its system and put thing around and in 38 
or 5 years the person handling the Interior Department did not think 
it was right, we would be in a helpless position. 

Senator Haypen. The Interior Department would be in a very poor 
position if it did not have money appropriated by Congress to do the 
work. 

Senator O’Manonry. May I suggest to the witness that it would 
be a perfectly simple thing for him to take this tentative proposal 
of the Southeastern Power Administration and to make a counter 
tentative proposal, which would not in any way necessarily bind you. 
If you care to do that, and put it in the record here, it may be that 
Southeastern Power and the power companies may be a little bit 
closer to an agreement than you think they are. 

Mr. Surron. I think that would be very good. I might say 
VEPCO and the Georgia Power Co. have been trying to do that for 
many months without a great deal of success. 

Senator OManonry. We have a little influence with the Southeast- 
ern Power Administration, you know. 

Senator ELtenper. I presume that the chief objection to what you 
have read is No. 1; am I right? 
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Mr. Surron. It is. 
Thank you, Mr. Chairman, for hearing my presentation. 
Senator Haypen. We will now hear from Mr. Cocke. 


STATEMENT OF NORMAN A. COCKE, VICE PRESIDENT, 
DUKE POWER C0. 


GREENWOOD LINE 


Mr. Cocke. My name is Norman A. Cocke. I am vice president 
of Duke Power Co. I reside at Charlotte, N. C. 

On this map here this is the development of the Savannah River. 
This is Clark Hill development. This is Greenwood, a direct line of 
about 40 miles. This is the only connection which is supposed to 
be made with the system of the Duke Power Co. That is all I am 
going to talk about. 

The system runs from the Blue Ridge Mountains to Durham and 
from the Georgia line north and through North and South Carolina 
and through the Piedmont area, roughly paralleling the main line 
of the Southern Railroad, to the Virginia line. 

Senator Haypren. Then your territory is generally to the west of 
the company that last testified ? 

Mr. Cocker. Yes. We are what is known as the Piedmont area 


COVERAGE AND CAPACITY OF SYSTEM 


The Duke Power Co. operates an electric power generating and 
transmission system in the States of North Carolina and South 
Carolina, largely confined to what is known as the Piedmont area of 
those States. 

It had on January 1, 1951, an installed generating capacity, as will 
appear on the report to the Federal Power C ommission, of 499,072 
kilowatts in hydro capacity and 799,400 kilowatts in steam capacity, 
making a total of 1,298,473 kilowatts installed capacity. 

Its transmission network covers an area extending roughly from 
the Georgia border to the Piedmont Carolinas to the Virginia border 
and from the Blue Ridge Mountains to Durham, N.C. Duke Power 
Co. (formerly Southern Power Co.) began serving this area in a small 
way in 1906 and has been continuously building pl: ints and transmis- 
sion lines as the needs of the area required. 

It has always given adequate service at fair and reasonable rates, 
established and approved by the North Carolina Utilities Commission, 
and the South Carolina Public Service Commission. 


PLANTS UNDER CONSTRUCTION 


The growth of the territory served by Duke Power Co. has been very 
great, probably as great as any other similar area in the United States. 

The company has built in anticipation of its power requirements. 
There are now under construction two steam-electric generating sta- 
tions, one having a capacity of 180,000 kilowatts is ‘partially com- 
pleted and will be in service within 2 or 8 months, and the other hav ing 
a capacity of 200,000 kilowatts is planned for completion early in 1952 

The company has also purchased the equipment for and is beginning 
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the construction of a 250,000 kilowatts steam plant generating station 
scheduled for completion in 1953. 
Substations and additions to the transmission network to take this 


power to the consumer have been built or are in process of construction. 


POPULATION SERVED 


Duke Power Co. is a privately owned public-utility company serv- 
ing a population of approximately 3,000,000 people in North Carolina 
and South Carolina. It supplies more than 500,000 customers with 
electric service, of which approximately 160,000 are classified as rural 
customers, and during the year 1950, delivered more than 6,000,000,000 
kilowatt-hours of electric ene rey. 


TAXES PAID 


Its taxes for the year 1950 amounted to more than $16,000,000 of 
which about $8,000,000 was Federal income and electric-energy taxes 
and the remainder was to the States of North Carolina and South 
Carolina and political subdivisions thereof. 

Its total taxes amounted to more than 20 percent of its gross revenue. 


BASIS OF OPPOSITION TO SOUTHEASTERN POWER ADMINISTRATION 


Duke Power Co. opposes the appropr lations requested by the South- 
eastern Power Administration on the ground that such sums are un- 
necessary to the sale of the power generated at the Clarks Hill devel- 
opment now under construction by the United States Army engineers 
at Clark Hill on the Savannah River in the States of South Carolina 
and Georgia and at other plants. 

The justification submitted by the Southeastern Power Adminis- 
tration states that the construction of certain lines is necessary to 
transmit the power to various load centers to preferred customers, as 
provided under section 5 of the Flood Control Act of December 22, 
1944, 

Among the transmission lines perce’ in the justification is a line 
from Clark Hill to Greenwood, S. C., a distance of about 40 miles, for 
the supplying of power to the ae nwood County Electric Power 
Commission and connecting with the system of Duke Power Co. 
This is the only line which the administration proposes to build which 
will connect with the Duke power system, and therefore I will limit 
my remarks to this one line as it is the only direct connection proposed 
with our company. 

I understand other companies will discuss the other lines proposed 
by the Administration, connecting with their respective systems. 

Duke Power Co. opposed the granting of an appropriation to the 
Southeastern Power Administration before the subcommittee of the 
House Appropriations Committee on March 5, 1951, and at that hear- 
ing stated that Duke is prepared to and will undertake to build a trans- 
mission line from the vicinity of Greenwood, S. C., to the bus bars - 
Clark Till plant and to enter into a contract for the purchase of : 
substantial block of power from said Clark Till development, the 
vided that a contract mutually satisfactory to the company and the 
Administration could be entered into, covering the sale of this power 
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by the Administration to Duke Power Co., and would likewise enter 
into a contract to sell and deliver to Greenwood County Electric Power 

Commission such part of said power as may be agreed upon, at cost, 

to the Duke Power Co. at the bus bars of the Clark Hill plant, plus 
a fair and reasonable compensation for the transmission of such power 
to Greenwood. 

Senator Cuavez. Does the Southeastern Power Administration and 
the company ever consider the consumers to see if it is satisfactory to 
them, once ina while ? 

Mr. Cocke. I think everything we do is done for the benefit of the 
consumer, to give him the best rates possible. I do not think that is a 
cooperative Tam speaking of—I think the county owns it. 

Senator Evtenper. Is that a steam plant? 

Mr. Cocke. It hasa water power plant and two steam plants. 

Senator ELLENDER. How far are you from Greenwood ? 

Mr. Cocke. We are in Greenwood. 

Senator ELLENDER. Are you serving people there? 

Mr. Cocke. We do not now. I think we have very little if any busi- 
ness there. There is a development called Buzzards’ Roost. It was 
built with Government funds. Afterward they built the steam plant 
and they have taken most of the business in that immediate area. 

Senator ELLENvEeR. Were you there when they built the steam plant ? 

Mr. Cocker. Yes. 

Senator ELLenver. To what extent did it affect your business? 

Mr. Cocks. We lost some business. 

Senator ELLeNpER. How much further would you be affected if they 
were to connect with the present facilities in Greenwood? You do 
not have any there now ? 

Mr. Cocke. We have some facilities there. We have got some cus- 
tomers out there in the immediate vicinity. 

Senator Evtenper. You are afraid by permitting the construction 
of this line it will further decrease your business in regard to Clark 
Hill? 

Mr. Cocxe. It probably would. 

I am reading the statement I made before the House committee 
now. We agree to sell a part of the power at Clark Hill to Green- 
wood, at cost to us, plus a fair and reasonable compensation for the 
transmission of the power to Greenwood. 

Senator Haypen. Would there be any difference to vou whether you 
acquired the power and then resold it, or whether you just wheel ed it? 

Mr. Cocke. In going along in this statement, we are prov iding an 
arrangement which is in effect wheeling. We fine worked out an- 
other ‘arrangement which will cost less and effectuate the same thing. 

Senator ELLENpDER. Would you be able to tell us what is the differ- 
ence in the cost of your power to the consumers in the Greenwood 
area, and costs to similar users of the Greenwood facility ? 

Mr. Cocke. I do not have any information with me on that. 

Senator E.xenper. Is it higher or lower ? 

Mr. Cocke. I think they serve a large textile mill near Greenwood. 

I think the rates to begin with were about 10 percent lower than 
ours: in the neighborhood ‘of that. 

Senator ExLenper. Have you any rural consumers from that 
locality ? 
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Mr. Cocke. Not immediately around Greenwood. 
Senator ELenper. Your service is to large concerns ? 
Mr. Cockr. No; we serve everybody. 

Senator Ex..tenper. Individual homes? 


TOTAL CUSTOMERS 


Mr. Cocxr. Yes: we have 500,000 customers. 

Senator Extenprr. Would you say your rates compare favorably 
with those charged by the Gree nwood fac ility? 

Mr. Cocker. L would think so. 

In spite of this offer, Southeastern Power Administration, without 
seeking to enter into a contract with Duke Power Co. for sale of 
power, or the transmission of power to Greenwood County Electric 
Power Commission, and in spite of the fact that the Appropriations 
Committee of the House of Representatives refused to grant an 
appropriation for the te of the transmission line from Clark 
Hill to eres ‘ , has announced that it has entered into a 
contract with a ad County Electric Power Commission for 
the sale of 5,000 kilowatts of electric energy to be delivered at Green- 
wood, S. C.. and now comes before this committee asking that an 
appropriation of $1,172,000 be granted to build this line. 


PROPOSAL OF DUKE POWER CO, 


Duke Power Co. again states its willingness to build such trans- 
mission line and deliver power to Greenwood County Electric Power 
Commission in accordance with the proposal made before the sub- 
committee of the House Appropriations Committee. 

The Southeastern Power Administration has made absolutely no 
effort to negotiate with Duke Power Co., either for the sale of its 
power to it at Clark Hill, or for the building of the transmission 
line to Greenwood to deliver power to Greenwood Electric Power 
Commission, and apparently has no desire to negotiate such a contract. 

Duke Power Co. is also advised that the South Carolina Electric 
& Gas Co. is now constructing a high-voltage transmission line from 
the vicinity of Clark Hill to McCormick, S. C., about 20 miles from 
Greenwood, S. C., and Duke Power Co. has agreed with South Caro- 
lina Electric & Gas Co. to participate in the cost of building a line 
from MeCormick, S. C.. to Greenwood, S. C. These lines will have 
ample capacity to transmit such power as the Greenwood County 
Electric Power Commission may be entitled to receive under its con- 
tract with Southeastern Power Administration, and the companies 
involved will agree to transmit such power for a fair and reasonable 
compensation for the use of the facilities involved. 

Senator Cuavez. What efforts have been made to carry out that 
idea ¢ 

Mr. Cocke. Mr. MeMeekin, who represents South Carolina Electric 
& Gas. has made some. He will eive it to you, 

Senator Exnenper. That is a privately operated utility? 

Mr. Cocker. Yes. 

No difficulty should be experienced in arriving at such compensa- 
tion, By this arrangement, one-half the amount of critical materials 
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will be saved, as well as the cost and expense to the Government of 
building a transmission line from Clark Hill to Greenwood. 

To sum it up, Duke Power Co. and the South Carolina Electric & 
Gas Co. will provide the facilities for transmitting the power from 
Clark Hill to Greenwood, receiving therefor a reasonable and fair 
compensation for the use of its facilities. 

If Southeastern Power Administration desires, in addition to sell- 
ing power to Greenwood Electric Power Commission, to sell power 
to Duke Power Co., then negotiations can be entered into between 
Duke Power Co. and Southeastern Power Administration, looking 
toward such sales; however, Duke Power Co. has not been offered 
any power, nor has it been asked to enter into negotiations, either for 
the sale of power, or for the transmission of power to the Greenwood 
Electric Cooperative. But it does stand ready and willing to nego- 
tiate such matters at any time when it is called upon so to do by 
Southeastern Power Administration. 

In view of the foregoing, it is apparent that no necessity exists for 
the building of the transmission line from Clark Hill to Greenwood 
unless it is part of the program on the part of the Southeastern Power 
Administration to build duplicate transmission lines into the territory 
now served by Duke Power Co. and other privately owned power com- 
panies, so as to form a network of duplicate transmission lines for the 
supplying of electric energy to customers of the privately owned power 
companies in the area now being served by them. 

Senator Extenper. I presume the witnesses who will follow will 


oppose the building of any power lines from the Clark Hill Dam to 
various points? 


Mr. Cocke. I presume so. 

Senator E.tenper. Are you in agreement with the policy you are 
advocating as to power developed by the Federal Government, that 
at the bus bar it should be distributed by private enterprise ¢ 

Mr. Cocke. I see no reason why not. I think they can do it cheaper 
than anyone else. 

Senator Ettenper. Do you think they would have many dams built 
if such a policy were now in force ? 

Mr. Cocke. I have always understood power was incidental in the 
building of these dams. Of course, it has to be sold and distributed. 

Senator ELitenper. It would ultimately be distributed to the con- 
sumer, yes; but it has been my idea that where electricity is developed 
from falling water the Government should provide the facilities to 
transmit it to central distribution points and from those points let it 
be taken in by private utilities and those that, under the law, have 
preference. 

Mr. Cocker. I am more familiar with the particular facts as they 
exist at Greenwood. There is this Greenwood Electric Power Com- 
mission, which covers an area in there. We will make that delivery 
to them. I do not foresee that anyone would be better served if the 
Government made it, rather than us. It is a question of a line. We 
would only need to build 20 miles of line. The Government would 
need to built forty-odd miles, a million dollars’ worth of lines. 

Senator Cuavez. Were you here when Senator Hayden inquired 
from another witness as to why the private companies did not do that 
prior to the bringing about of REA? If you could serve them so 
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well, if you could deliver the power and the electric light to the Ameri- 
can people in the rural areas, why did you not do it prior to the coming 
in of the so-called New Deal ? 

Mr. Cocker. Out of 500,000 customers, about 180,000 are classified as 
rural. I can supply the information, if necessary. 

Senator Cuavez. You know from your general knowledge of your 
business, which is an important American business, that tremendous 
progress has been made in taking power to the American people 
throughout the entire country. 

Mr. Cockxr. That is true. 

Senator CHavez. You have participated, and probably you are doing 
the bulk of it at the moment. But the Government has certainly pro- 
vided for power in many areas that would not be served otherwise. 

Mr. Cocker. What about the bankrupt utilities ? 

Senator Cuavez. They are up to date. They pay their debts. All 
the co-ops are paying up. They are paying REA on the barrel head. 

Mr. Cocker. Possibly if we had a 100-cent dollar, instead of an 80- 
cent dollar, we might do better. We have no tax advantage. 

Senator CHavez. But the cooperatives have that same kind of a 
dollar. Yes; they have little charges that they can charge off. As 
far as the dollar is concerned, it buys just as little. 

Mr. Cocxr. I know. When we take in a dollar, we have to set aside 
20 cents for taxes that they do not have to do. 


PERCENTAGE OF POWER PRODUCED FROM WATER 


Senator E.tenper. Would you be able to tell us what percentage of 
power that you dispose of is generated from falling water ? 


Mr. Cocker. Yes, sir. Mr. Miller can answer that. 

Mr. Mitier. About 20 percent. That changes, but last year it was 
20 percent. 

Senator ELLenper. The rest is steam ? 

Mr. Mitier. As your load grows, it becomes less. 

Senator ELttenprer. What is your chief source of fuel ? 

Mr. Cocker. Coal. 

Senator E.tenper. Where do you obtain that? Locally? 

Mr. Cocke. In Virginia, West Virginia, and Kentucky. That is all 
T have, Mr. Chairman. 

Senator Haypen. We will now hear from Mr. McMeekin, of the 
South Carolina Electric & Gas. Co. 


STATEMENTS OF S. C. McMEEKIN, PRESIDENT, SOUTH CAROLINA 
ELECTRIC & GAS CO.; AND E. L. GODSHALK, EXECUTIVE VICE 
PRESIDENT 


STATEMENT IN OPPOSITION TO CERTAIN TRANSMISSION LINES 


Senator Haypen. Have you a prepared statement ? 

Mr. McMerrxin. Yes; and I will then read part of it and highlight 
it. 

Mr. McMerexrn. My name is S. C. McMeekin. I reside at 1916 
Pendleton Street, Columbia, S. C., and am president of the South 
Carolina Electric & Gas. Co. 
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This company is a privately owned utility company, operating in 23 
counties in the central and southwestern portions of the State of South 
Carolina. 

It is engaged in an electric distribution business in all of these 
counties, distributes manufactured gas in the cities of Columbia and 
Charleston, and operates an urban transportation system in these cities 
and the areas adjacent thereto. 

This company has total assets of $104,180,369 and had a gross 
revenue for the year 1950 of $21,027,821, of which 81.9 percent, totaling 
$17,216,374, was from the electric operations. 

The company accrued for taxes during the year 1950 the sum of 
$3,169,080, of which $1,091,089 represented accruals for Federal taxes. 
The company served 121,865 electric customers and a population of 
approximately 750,000 people as of December 31, 1950. 

It is a South Carolina corporation in no way connected with a hold- 
ing company as is shown by the fact that its stock is held by approxi- 
mately 30,000 small stockholders who reside in every State of the 
United States. The largest stockholder has less than 2 percent of the 
outstanding stock. All of its 15 directors are South Carolina people 
residing in South Carolina. 

Our purpose in coming before you today is not an attempt to hinder 
the Southeastern Power Administration—SEPA—in the performance 
of the duties for which we believe it was created, but rather to furnish 
you with information which we believe will show that the appropria- 
tion requested by SEPA is for the design and construction of trans- 
mission lines which are not required or necessary in the performance 
of its duty. 

We believe the information we will give you will clearly show this. 
It is our position that the construction of the lines planned by SEPA 
may also eventually destroy to a large measure the investment that 
thousands of people have made in our company. 

We are confident there is a way by which SEPA can more profitably 
market its power, make unnecessary the vast expenditure of Federal 
funds that its present plans will require, and also obviate the condi- 
tions mentioned above. 

Before giving you the basis of our position in this matter it may 
be helpful to first call your attention to the peculiar position confront- 
ing our South Carolina company. It is not only confronted with the 
construction of the planned SEPA lines, but also by competition from 
a vast system of high-voltage transmission lines the Central Electric 
Power Cooperative, Inc., in conjunction with South Carolina Public 
Service Authority (Santee-Cooper) has undertaken to construct 
through most of South Carolina. 

Moneys have been allocated by the Rural Electrification Administra- 
tion for this construction and the work has begun. 

While we have earnestly and sincerely contended, and still do, that 
these lines duplicate the lines that are now rendering an adequate 
service in our State and therefore are absolutely unnecessary to serve 
the area, they nevertheless furnish additional reasons to make unnec- 
essary the construction of the SEPA lines here in question. 
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A copy of a report in connection with this matter was made by an 
investigating committee of the House of Representatives of South 
Carolina’s General Assembly and will be submitted to this committee. 

We would now direct your attention to a map marked “Exhibit A” 
which shows the existing transmission lines delineated in black, the 
location of all generating plants in the State, and how all the trans- 
mission systems, publie and private, are interconnected. 

Yellow circles mark the 75 or more locations at which distributing 
cooperatives, REA, purchase power wholesale from the transmission 
lines that cover the State. An overlay shows the proposed lines of the 
Central Electric Power Cooperative, Tne., which are delineated in red, 
and the transmission lines presently proposed by SEPA, which are 
delineated in green. 


GENERATING FACILITIES AND TOTAL CAPACITY 


The company’s generating facilities consist of four hydroelectric 
plants having a total capacity of 178,280 kilowatts, and three steam 
plants which, when construction now under way is completed in Oc- 
tober of this year, will have a total capacity of 176,500 kilowatts. 

In addition to this, the company has on order the first unit for a 
new steam plant to be located in the Columbia-Aiken area with an 
ultimate installed capacity of 300,000 kilowatts. 

The first 75,000 kilowatt unit will be available for service in the last 
quarter of 1952. Our total capacity as of the end of 1952 will amount 
to 429,730 kilowatts. 

Transmission lines and substation facilities necessary to carry the 
additional power to the customers are already authorized or under con- 
struction and will be available to meet the requirements of the new 
generating capacities, 

We have rec ently completed the construction of a section of 115- 
kilovolt line from Fairfax to Graniteville, which provides a high- 
voltage transmission loop from Charleston and Columbia through the 
Augusta-Aiken area. 

This loop is located in the heart of our service area and integrates 
all the production facilities of our company. There is no place in 
the area we serve that is not located within a reasonable distance of 
adequate transmission lines, existing or under construction. 

The company’s generating and transmission facilities are more 
than adequate for the needs of the area which it serves. It has always 
kept ahead of these requirements and it is our intention to continue 
to do so. 

There are substantial interconnections at various points with the 
transmission systems of the Georgia Power Co.; the Duke Power Co., 
and the Carolina Power & Light Co., as well as the South Carolina 
Public Service Authority—Santee-Cooper. 

I believe mention was made here this morning before this committee 
that there is a power shortage in South Carolina. 

I would like to state that there is no power shortage in South Caro- 
lina. There have been none, and if present plans are carried out, 
there will be none. 
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REPORT OF GENERAL ASSEMBLY OF SOUTH CAROLINA 


I would like to read for the record just a brief paragraph from 
the report that was made by the legislative committee of the South 
Carolina General Assembly which reads as follows: 

We find no power shortage in South Carolina or where there will be any for 
the next 5 years. The private companies and Santee-Cooper have been gen- 
erating power and building more plants for future needs. We find that the 
only ones that say there is a power shortage is Santee-Cooper Central Electric 
Power Cooperative, Inc., and a few scattered REA’s. All RBA’s within Central 
do not agree in this regard. We find that the power companies and Santee- 
Cooper have been giving adequate service; that they have been giving ample 
power; that they have been fulfilling their commitments; that they will, except 
for three customers, continue to fulfill their commitments in the future. 

Senator Haypen. What was the occasion for that statement? 

Mr. McMeex1n. The committee was appointed by the legislature 
to make an investigation of the power situation in South Carolina, 
public and private. It was made in February of this year to the 
general assembly. 

The last paragraph in that report reads: 

The members of the South Carolina Public Service Commission—the ones we 
heard from, and we heard from all but two; also the utilities division of the 
commission—say there is no power shortage in South Carolina. We find and 
base our conclusion upon the fact that there is no shortage of electrical power 
in the present or any in the foreseeable future—not only on all the data we have 
but also on the amount of business and industry that has come and is coming 
to South Carolina. We do not believe that business would invest millions in 
South Carolina if there were a power shortage in our State. 

Senator Haypen. Will the State do something to relieve the power 
situation ? 

Mr. McMeexin. There have been statements given to the press by 
the various agencies—some in the State, and also by the Department 
of the Interior—that there is a power shortage. I just want the 
record to show there is no power shortage in South Carolina, and has 
been none. 

REASON FOR INTERVENTION OF LEGISLATURE 


Senator Haypen. I was curious to know why the legislature inter- 
vened in the matter. If the State was not called upon to appropriate 
any money, did they go out and get this money ¢ 

Mr. McMerxrn. There had been quite a controversy over the con- 
struction of lines—those red lines—over a period of several years. 

The contention on the part of the supercooperative—the Central— 
and the contention of REA officials in Washington was that there 
were not adequate transmission lines and not an adequate power 
supply in the State. 

We said those conditions do not exist. There was quite a furor in 
the State about it. Asa result, much newspaper publicity and radio 
time has been given to it. 

As a result, the general assembly appointed a committee to make an 
investigation of the entire power situation of the State. I have just 
read portions of the report they made to the general assembly. 

Senator Haypen. The funds that this Central cooperative operates 
on it does not obtain from the State of South Carolina? It obtains 
them from REA ? 
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Mr. McMeexrn. The money for the construction of those lines comes 
from REA. They have been leased to Santee-Cooper upon their com- 
pletion for a per iod of 30 years, after which title to the lines will rest 
in Santee-Cooper. 

Senator Haypen. Is Santee-Cooper a State organization organized 
under State law? 

Mr. McMerxin. Yes. 

Senator Haypen. Then the State would have an interest in that 
anyway. 

Mr. McMerxrn. Santee Cooper, an agency of the State will eventu- 
ally own the lines. 

Senator Haypen. The State created this Santee-Cooper organiza- 
tion? 

Mr. McMeexrn. Yes. 

Senator Haypen. The legislature would have an interest. 

Mr. McMerxin. That is correct. 

Senator Etitenper. Do you serve any cooperatives? 

Mr. McMeergrn. Yes. 

Senator Evitenper. How does your rate compare with the rate 
given by Santee-Cooper ? 

Mr. McMerxrn. We are serving all the cooperatives at 514 mills. 
That came about in this way: We tried to negotiate a contract with 
Santee-Cooper over a period of years whereby power would go to 
the cooperatives at a rate of 7.5 mills. 

We were not successful in those negotiations, but the companies 
put in a 7.5-mill rate anyway, even though we were unable to agree 
upon a contract with Santee-Cooper. 

When these lines now under construction by Central Electric Power 
Cooperative were planned we went to Washington and asked Mr. 
Wickard not to make the appropriation for the transmission line; 
we offered to bring Santee-Cooper power to the cooperatives over our 
transmission facilities at a nominal facility charge and let the coop- 
eratives and Santee-Cooper make their own arrangements as to the 
cost of power given to them if they were so inclined. 

We asked them not to appropriate money for those duplicating 
lines. The money was appropriated anyway. 

We reduced the rate to 51% mills per kilowatt-hour a year ago with 
the hope that it would convince REA that these lines were unnecessary. 
This rate is in effect now. 

Senator Ettenper. That is a 5-year contract ? 

Mr. McMerexin. We kept the same contract he had, billed the 
cooperatives on the 5144-mill rate and notified them that as long as we 
continued to serve them the rate would be 514 mills. 

Senator Etienper. Did you know what Santee-Cooper was charg- 
ing for the same service? 

Mr. McMerxrn. No. I think all of the cooperatives that we are 
under contract with are now under contract with Santee-Cooper for 
30 years at a rate of 6.2 mills per kilowatt-hour. 


CLARK HILT, PROJECT 


The Clark Hill project is located on the Savannah River approxi- 
mately 15 miles above the Stevens Creek hydro plant of this com- 
pany. This plant is connected with the company’s system by two 
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115-kilovolt lines, constituting a portion of the transmission loop 
referred to above. 

We will have built a 115-kilovolt line from our Stevens Creek plant 
north to McCormick, to provide for the load growth in the McCormick- 
Calhoun Falls area, by the time that the Clark Hill project gets into 
operation. This line will pass within 2 miles of the Clark Hill project, 
and we are prepared to connect it with the Clark Hill plant. This line 
could then deliver 75,000 kilowatts into our system in the Augusta- 
Aiken area. This would replace some 30,000 kilowatts now flowing 
into this area from our Columbia- Batesburg- Stevens Creek line and 
our Charleston-Stevens Creek line. 

In cooperation with the Duke Power Co. we are prepared to extend 
the McCormick line to Greenwood, a distance of approximately 20 
miles. This line would provide a connection with the Duke Power 
Co.’s system and with the system of Greenwood County Electric Power 
Commission— Buzzard Roost—and could deliver 50,000 kilowatts into 
this area. 

Therefore, by constructing only 22 additional miles of 115-kilovolt 
line, some 125,000 kilowatts of Clark Hill power can be absorbed intd 
the systems of all public utilities operating in South Carolina. 

Senator Haypen. What is the capacity of this line you are going to 
build in cooperation with the other power companies compared with 
the capacity of the power the Federal Government proposes to build. 

Mr. McMerxkry. I do not know. I know the firm capacity of Clark 
Hill is stated to be about 55,000 that one line alone will take 125,000 
kilowatts of Clark Hill power. 

As I said a moment ago, our Stevens Creek hydro plant is located 
a few miles down the river from the Clark Hill site. We will connect 
this plant with a high voltage transmission line to the large steam plant 
we are going to build in the area in connection with the atomic energy 
project. 

So there is adequate transmission facilities for the full capacity of 
Clark Hill allocated to South Carolina with the construction of a 
relatively few miles of line. 

An important example to cite to show the adequacy and depend- 
ability of power for our service area is the fact that the South Carolina 
Electric & Gas Co. is supplying all of the construction power needed to 
build the important Savannah River project. 

The company has also given the proper officials every assurance that 
it is ready and willing to meet all of the operating power requirements 
of this project. Continuity of service is vital to the Savannah River 
project. 

In addition to the normally adequate reserves available from our 
system, we have, as protection against extreme emergencies, received 
written assurances from all of our neighboring utilities that ‘they will 
pool all of their reserves with our system during such emergencies. 

We have also offered to bring over our fac ilities any power that may 
be available from Santee-Cooper and Clark Hill for this project. 

The plan we have proposed for marketing Clark Hill power will 
make unnecessary the building of transmission lines at the expense 
of Government, thereby saving the taxp ayers millions of dollars and 
the country a needless waste of much critical materials, 
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PROPOSALS MADE 


As an indication of our vigorous attempt to effect this more sensible 
plan we call your attention to some of the proposals we have made. 

A joint letter of January 23, 1946, addressed to the Honorable 
R. M. Jetferies, general manager of South Carolina Public Service 
Authority, from me, then executive vice president of the South Caro- 
lina Electric & Gas Co., and J. F. Crist, then vice president of the 
South Carolina Power Co. is evidence of our desire to cooperate with 
public power agencies and also of our desire to endeavor to secure low 
rates for REA cooperatives. 

It is interesting to note that this proposal which was made to Mr. 
Jefferies had the approval of representatives of the Rural Electrifica- 
tion Administration. While nothing came of this offer to cooperate 
with South Carolina Public Service Authority, subsequently these 
companies did make power available to the cooperatives at a price 
of 7.5 mills per kilowatt-hour. And, more recently, our company 
established a “ate of 5.5 mills per kilowatt-hour for this service. 

I have listed several letters to Mr. Walton Seymour and others. For 
the sake of brevity, I am going to Sp the rest of this page 6. I will 
go down to a letter of F ebruar y 22, 1951, and say while it principally 
related to the power supply for the Savannah River project of the 
Atomic Energy Commission, it is further evidence of our willingness 
to assist in the marketing of Clark Hill power. 

In a letter of February 28, 1951, which South Carolina Electric & 
Gas Co. addressed to the Administrator of the SEPA, we indicated 
our willingness to enter into a contract with SEPA on terms similar 


to those which had been re ed by the operating companies in the 
Southern Co. group, namely, Georgia Power, Alabama Power, Gulf 
Power, and Mississippi Power companies. 


STATEMENT OF POSITION 


A few days later, in a letter dated March 2, 1951, the Administrator 
of SEPA rejected this proposal, characterizing it as entirely unac- 
ceptable to the Government. But his rejection contained no explana- 
tion whatever of the reasons why our proposal was unacceptable. ‘The 
response which we thereupon sent to him is a concise statement of our 
position, and I am, therefore, quoting it in full: 


Mr. Ben W. CrEIM, 
Administrator, Southeastern Power Administration, Elberton, Ga. 


Dear Mr. Crerm: I have been puzzled by your letter of March 2, 1951, in which, 
commenting on my communication of February 28, you say ths i you are “very 
much surprised” that South Carolina Electric & Gas Co. would make an offer 
on a basis “specifically rejected months ago by the Government.” 

When in my letter of February 28 I suggested entering into contractual rela- 
tions on the basis of the definitive proposal which had been made to you by the 
operating companies in the Southern Co. group, I was unaware of the informa- 
tion referred to in yours of March 2, that this offer of the Southern Co. had 
already been found unacceptable to the Government. 

Actually, the proposition put forward by the Southern Co. had impressed 
me as closely in line with the philosophy of your power program as you had 
described it in our last meeting. The benefits to the Government in that pro- 
posal, moreover, appeared to me to go substantially beyond those contained 
in the only existing contract with which I am familiar in this general area, 
namely, the Department of Interior’s contract of only a few years ago to sell 
the output of Allatoona Dam to the Georgia Power Co. 


83686—51—pt. 1 O6 
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Your letter of January 6, 1951, had stated that our “offer to deliver and sell 
Federal power to preference agencies” as set forth in our letter of December 
5, 1950, was “not compatible” with your requirements of law and policy. I felt 
that I was making a constructive suggestion when I thereupon responded, on 
February 28, 1951, by expressing our willingness to negotiate with you on the 
basis of the Southern Co. proposal. I do not doubt that you have grounds which 
you believe to be fair and reasonable for your rejection of this offer, but I have 
no idea what they are. Under any fair and reasonable interpretation of the 
law, I think that my most recent proposal would be considered consistent with 
the provisions relating to preference customers as set forth in the Flood Control 
Act of 1944. 

On the other hand, the contract form which you transmitted to me with 
your letter of February 8, and which, in that letter, you indicated might not 
be entirely suitable for the particular operation contemplated is in fact quite 
unsuitable. Your contract form is lacking in any real commitment on the part 
of the Southeastern Power Administration to sell power to South Carolina 
Electric & Gas Co., while at the same time it would exact from us a binding 
commitment to supply you with energy and an equally binding commitment 
to make all of our facilities available, virtually in your sole discretion, for your 
purposes. I have been unable to see how a form of contract so lacking in 
mutuality could form a basis for fruitful negotiations and it has therefore 
been difficult for me to treat it as seriously intended as a basis for negotiations. 

I regret that I could not meet with you on March 12 and 13. I should appre- 
ciate an appointment with you, at your early convenience, because I believe that 
progress could best be made by another meeting during which you would under- 
take to point out in what specific particulars my proposal of February 28 requires 
modification in order to lead to an agreement between us. 

Sincerely yours, 
BE. L. Gopsu ak, 
Erecutive Vice President. 


In writing the Administrator in this way, we endeavored to com- 
municate to him the difficult position in which he had placed us by 
rejecting a proposal without indicating his objections to it. We hi ud 
hoped that this would lead to further negotiations in which SEPA 


would, as our letter requested, point out in what specific particulars 
our offer of February 28 required modification in order to lead to an 
agreement between us. 

“We assume that SEPA will comply with our request for a bill of 
particulars, although up to now we have merely had an acknowledg- 
ment of this letter, with a statement that we may expect to hear from 
SEPA again soon in regard to fixing a date for resuming conferences. 

There is one other recent item of correspondence which may help to 
illuminate this general problem for the committee. 


PROPOSED LINE DUPLICATION OF EXISTING FACILITIES 


About 2 weeks ago SEPA announced the contract for sale of 5,000 
kilowatts of power to Greenwood County Electric Power Commission, 
This contract is now being used to justify the Department of the In- 
terior’s request for more than a million dollars to construct a 41- 
mile 115-kilovolt transmission line between Clark Hill and Greenwood 
County. 

The proposed line would not only represent an unnecessary ex- 
penditure of Government funds, but would also be in substantial 
duplication of existing facilities. 

In order to make certain that all the facts were brought out, we 
wrote to SEPA on May 18, 1951, specifically reaflirmed our willingness 
to deliver power from Clark Hill to Greenwood County, and set forth 
the facts which established our ability to make these deliveries without 
the construction by SEPA of the duplicating transmission facilities. 
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This letter constituted a tirm offer by us to make our facilities avail- 
able to SEPA for the purpose of its deliveries to Greenwood County. 
Because the letter also represents a concise statement of our position 
in this important matter, I again quote in full 

Senator Haypen. At what rate will you transmit the power from 
Clark Hill to this Greenwood section ? 

Mr. McMeexin. We will transmit it at cost. 

Senator Haypen. What would be the cost? 

Mr. McMeexin. It would be a wheeling arrangement and a matter 
to be negotiated. I would think it would be in line with the figure 
agreed upon in other sections of the country. 

Senator Haypen. How many miles is it 

Mr. McMeextn. It is 41 miles. 

Senator Haypen. Would it be under 1 mill? 

Mr. McMerexrn. In that neighborhood; yes. 

Senator Haypren. The complaint in Virginia was that it might be 
more than 100 miles. They thought that 1 “nil was not enough. 

Mr. McMerxrn. I am sure we would have no difficulty in reaching 
an agreement satisfactory to both Clark Hill and ourselves for the 
wheeling of this power to Greenwood. 

In fact, if Clark Hill can save $1,000,000 in transmission construe- 
tion, I do not see why they should not quote the Greenwood Commis- 
sion a consider ‘ably lower rate at the bus bar. 

I think there is definitely something to be gained. Certainly the 
Government can save ¢ around $1, 000, 000. in the cost of line construction. 

Senator Haypen. If you can make the right kind of a wheeling 
contract, you do not think you will have anything but approval ? 


DIFFICULTIES ENCOUNTERED IN ATTEMPT TO NEGOTIATE 


Mr. McMeex1n. It takes two people to make a contract, Mr. Chair- 
man. We have been begging and pleading. When one side will not 
make it, it is hard for the other side to force him to make it. We have 
told Clark Hill, “We will take your power. We will let you make 
your own contract with du Pont in regard to the atomic-energy proj- 
ect. Write your own ticket. We have the lines. We will wheel it in 
at a fraction of the cost than what it will cost you to build your own 
lines.” 

Senator Haypen. Did you ever quote a figure at what you would 
do it for? 

Mr. McMrerxrn. I have not been able to negotiate. The letters in 
our prepared statement will show that we have been requesting an 
opportunity to sit down and negotiate with SEPA. I cannot write 
the contract myself, but if they ‘will sit down and negotiate with us, 
it will help. 

The only way I will negotiate, they say, is for SEPA to take the 
power to the load centers and from that point “I will talk to you.” 

“I do not want to talk on that basis.” You see how on proposed 
lines will duplicate our facilities. You know why w afraid of 
that. We think he is going into our towns and say, ‘Fisten, kick the 
South Carolina Electric & Gas Co. out. I will sell you power whole- 
sale. You then become a preference customer.” 

We lost one of our towns that we have been serving for 25 years, 
the city of Bamberg. REA in Washington said, “These lines (cen- 
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tral) are purely to serve the farmer and the co-ops. It is not going 
to hurt you.” 

I said, “I believe these lines will hurt me.” 

Santee-Cooper has recently signed a 10-year contract with that town 
at the expiration of our contract, 244 years hence, and take it away 
from us. We had served that town for 25 years. 

Senator Haypen. How big a town is it ? 

Mr. McMeexrn. Three or four thousand, but that is only the be- 
ginning. When all of my towns are taken, what am I going to do 
with my lines? I know how the utility people feel, but I am under 
the gun. The lines are already under construction. I am losing my 
customers. I have 30,000 stockholders. They write to me almost 
every week. 

“What is this going to do to the value of my stock?” they ask. 

“Write me and tell me if my money is safe.” 

I think if the Government is going to do that, they ought to buy 
South Carolina Electric & Gas Co. They should say, “You ought 
to be out of business. Here is the money for your property. Get 
out.” 

That is our great fear. 

If anyone will assure us that these lines proposed for SEPA will 
not take away our business that we have spent money on, will not 
destroy the values represented in our plants and facilities, and if you 
will tell us that will not take away our customers, I will fold my 
brief case up right now and go home. 

I told the cooperatives, “If you get Santee-Cooper to tell you that 
these red lines will not serve anybody but your co-ops, I will with- 
draw every objection.” 


On the contrary, the manager of Santee-Cooper has told me, “No; 
T am going to compete with you and I am going to put you out of 
business if I can.” 


FEDERAL INVESTMENT IN SANTEE-COOPER AND REA LINES 


Senator Haypen. How much is the investment that the Federal 
fund has in the Santee-Cooper project and in the REA lines down 
there? 

Mr. McMeexrn. It is my understanding the Santee-Cooper cost 
close to 100 million dollars. It is bonded for 26 million dollars. That 
is, bonded indebtedness. The rest was in grants back in the WPA 
days. They are paying the bonded indebtedness on 26 million dollars. 

Senator Haypen. Santee-Cooper is an organization organized un- 
der the laws of your State? 

Mr. McMeexrn. It is a public-service authority created by South 
Carolina law. The Federal Government granted the money originally 
as a relief project and as an aid to navigation. Then later when the 
relief was not a problem it became a defense and navigation project. 
They spent almost 100 million dollars building it up. It is there and 
it should be used by the people of South Carolina. 

Senator Haypen. How much money has come from the REA under 
that ? 

Mr. McMeext. The proposed transmission lines are estimated by 
REA to cost about 9 million dollars. We believe that it will cost 
nearer 15 million dollars, 
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Senator Haypen. They are under construction ? 

Mr. McMeexrn. Yes. Part of them are built. They are building 
them today. They parallel practically every line this company and 
the Carolina Power & Light Co. has. 

Senator Haypren. The situation in South Carolina is complicated 
by the fact there is the existing Santee-Cooper project which was built 
at Federal expense and then Clark Hill is now coming in ¢ 

Mr. McMrrxtin. We have a heavy 115,000-volt transmission line 
going through Batesburg. It is adequately serving every load re- 
quirement there and in addition it is serving a part of the heavy con- 
struction requirements of the atomic energy plant. 

In spite of that Santee-Cooper is building a parallel 115,000-volt 
transmission line through there. 

SEPA is proposing to build a 115,000-volt line to Batesburg, and in 
addition they are proposing to build another 200,000-volt line right 
through Batesburg on over to Hartsville. There is going to be four 
high-voltage transmission lines in that area, where one double-feed 
line now is adequately providing for every need. 

Senator O’Manoney. Does it provide for the growth, too? 

Mr. McMeexrn. We have always met the growth. If we had not, 
[ think you gentlemen would realize the du Pont people would not 
have put that project in that area if there was a power shortage and 
if the power requirements could not be met. 

Senator Cuavez. Would it depend upon you or the SEPA? 

Mr. McMerkrn. The project will be in operation before Clark Hill 
goes into operation. We have been supplying them the construction 
requirements since the first of the year. 

Senator CHavez. Have you a contract with them now to supply 
them ¢ 

Mr. McMerxrn. Yes: for the construction. We are actively nego- 
tiating with them for the operating requirements. We have told 
them: “Any part of the power you do not buy from Clark Hill, 
let us know and we will, mi ake up the difference. We will bring it 
into the project for you.’ 

Senator Haynen. As we have heard the witnesses from the other 
organizations, the question comes back to us: Can you make a satis- 
factory wheeling contract with the Southeastern Power Administra- 
tion so that it will not be necessary to appropriate the money to build 
these lines? 

Mr. McMerxin. If the Southeastern Power Administration will 
make such a contract, it can be done in a half a day’s time. If they 
are just not going to do it, and simply will not do it, and are not going 
todo anything but build these lines, we are helpless. 

Senator O’Manonry. What is the position of Santee-Cooper? 

Mr. McMerxrn,. In what respect ? 

Senator O’Manonry. In this situation which the chairman has 
mentioned. 

Mr. McMerxin. We have negotiated with Santee-Cooper. We ex- 
changed power back and forth with them, and have, over a period of 
years, had a contract with them. 

Senator O’Manonry. You said, if I understood you correctly, in 
response to the chairman, that if Southeastern Power would negotiate. 
you could have a contract. <A little while ago you said that the man- 
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ager of Santee-Cooper had told you that he was going to drive you out 
of business. 

Mr. McMeexrn. That is right. 

Senator O’Manonry. What effect does Santee- Cooper have upon 
Southeastern Power? Could Southeastern Power agree without 
Santee-Cooper being in agreement too ? 

Mr. McMrexin. I think they could. 

Senator O’Manonry. When was this statement made to you by the 
manager of Santee-Cooper ? 

Mr. McMeexin. I do not recall the exact date. Recently we had 
a meeting of almost 100 representatives from operating cooperatives, 
REA co-ops, their board of directors, the directors of our company, 
the directors of Carolina Power & Light Co., and we met in Columbia. 
Santee-Cooper representatives were ‘there. We met to try to see if 
there was not some way we could work out a committee that could 
come up with a solution of the difficult problem we have. 

At that meeting Mr. Jefferies said that there is enough power for us, 
but “I must compete with you bec ause competition is the life of trade. 
I expect to compete with you.” 

That statement was made some weeks ago. 

Senator Hayprn. Does Santee-Cooper supply towns larger than 
1,500 population ? 

Mr. McMeexrn. There is no limitation on that. 

Senator Haypen. The law provides, as far as the REA is concerned, 
that rural area shall mean any area having a population not in excess 
of 1,500 inhabitants. If there are more than that, the REA is not 
supposed to serve them. 

Mr. McMerxin. These are not REA lines. They lease them to 
Santee-Cooper. Then they take over. 

Senator O’Manonry. Returning to my question, there is ia big dif- 
ference between saying, “We are going to compete with you’ >and say- 
ing, “We are going to drive you out of business.” 

Your first statement was that the m: inager of Santee-Cooper said to 
you that it was his purpose to compete with you and drive you out of 
business. 

Mr. McMerex1n. There were two different statements made. Back 
at the time when we were trying to reach an agreement with Santee- 
Cooper in a contract where the 7.5-mill rate was involved to the co-op, 
Senator Jefferies told me: 

I will make a contract with you if I cannot get transmission lines, get money 
for transmission lines. 

If I can contract with you, I am going to compete with you and put you out of 
business, 

We had quite a to do there in the State when my company acquired 
the property of South Carolina Power Co., Mr. Godshalk’s company, 
which was then a part of Commonwealth Southern group. Santee- 
Cooper opposed us and tried to buy that company. 

We finally bought it. It was at that time and just prior thereto that 
the first statement was made. Later he has on several occasions said 
that he was going to compete with us. 

My position is this: I cannot compete with my Government. I can- 
not compete with someone who does not have to pay the same for his 
money that I have to pay. 
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Senator O’Manonry. Santee-Cooper is a State organization ? 

Mr. McMeexrn. It is a State organization. It recently issued tax- 
exempt bonds. They are bonded to 100 percent. The SEC will not 
let me have that debt ratio. 

Senator O’Manonery. Does the State of South Carolina approve of 
this method ¢ 

Mr. McMeerx1n. It has never been voted on in any way. It is one 
of those things that has grown from something into something else. I 
think if it had to come to a vote by the people of the State today that 
they would not approve it. 

Senator O’Manonry. Has it ever been presented to the State 
legislature ¢ 

Mr. McMeexin. No. Santee-Cooper is run by a board of directors. 
They are answerable to the Governor and two or three other State 
officials. 

Senator O’Manoney. Have you ever made any appeal to the State 
legislature as you are now making an appeal to this body ? 

Mr. McMevxrn. I have made in every way I could, in the news- 
papers and on the radio. I have written to many people. 

Senator O’Manoney. Have you ever appeared before any legislative 
committee of the State of South Carolina ? 

Mr. McMrerxrn. No. I have appeared before the Governor and 
the State senators. 

Senator O’Manonry. What has been the result ? 

Mr. McMeexrn. What you see on the map. 

Senator Cuavez. Legal sanction for Santee-Cooper ? 

Mr. McMerxrn. Yes. 

Senator Cnavez. It is a legal entity of the State of South Carolina. 

Mr. McMeexr. Yes. 

Senator Cravez. Up to the moment whether there is any merit to 
it or not, they do have legal authority. 

Mr. McMrexrn. It is created by South Carolina law. 

I would like to say this: I would like for the record to show that 
we recognize that Santee-Cooper power should be used to the best 
advantage of all the people of South Carolina. One kilowatt-hour 
of it should not be wasted. We have been trying to see that it is used 
by all the people of the State. 


QUESTION OF COMPLETE DUPLICATION 


Senator O’Manoney. Do you desire this committee to understand 
the public power lines marked on that map are unnecessary ? 

Mr. McMeexr. Absolutely. 

Senator O’Manoney. Do you want us to understand they do not 
serve any communities whic h you do not serve? 

Mr. McMerxrn. That is correct. My company or the Carolina 
Power & Light Co. 

Senator O’Manoney. Does it carry energy to every community to 
which these public transmission lines carry energy ? 

Mr. McMerxrn. It does. 

Senator O’Manoney. So your testimony to this committee is that 
there is an absolute and complete duplication ? 


Mr. McMeexr. That is right. 
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Senator O’Manonry. You have no reservations about that at all? 

Mr. McMerx1n. I have made this statement to the REA. I have 
made it to various Senators that I have written to here in Washington. 
Both of my Senators from South Carolina also. I have said that that 
red system of transmission lines does not take one kilowatt of power 
to a customer that could not otherwise get the power over the existing 
lines. 

Senator O’Manoney. Over existing lines? 

Mr. McMerxrn. Yes. 

Senator O’Manonry. Does anybody from REA dispute that 
statement? 

Mr. McMerxryn. I begged them to come at my expense and make 
a canvass of the power situation down there and see for themselves 
if my facilities were not adequate. I have offered to pay REA officials 
their expenses to come and see. 


DIFFERENCE IN RATES 


Senator O’Manonry. What is the difference in rates to the customers 
between your company and the Santee-Cooper or any REA? 

Mr. McMeexryn. [ am not too familiar, Senator, with their rates. 
I expect my rates are a little higher. I believe they are. My mini- 
mum bill may be lower. We have a 75-cent minimum bill, I think 
the REA cooperatives have a higher minimum bill. 

Mr. GopsHaLk. It is my opinion that the residential rates to the 
rural cooperative customer are a little higher than our residential 
rates. Insofar as the rates of Santee-Cooper to the ultimate consumer 
are concerned, I think their rates are a little lower than our rates. 

There is not a great difference. 

Mr. McMerxrn. I believe the REA commercial rates are a little 
lower, the rates to stores and filling stations. 

Senator Corpon. Do you not know which is higher and which is 
lower? 

Mr. McMeexrn. Senator, I have not had too much occasion to look 
into the rate differential. 

Senator Corvon. If they were in competition with me, I would 
know it. 

Senator O’Manoney. Particularly if somebody threatened to drive 
you out of business. 

Mr. McMerx1n. I will be glad to furnish that. I will give you 
every detail of it. 

(The information referred to, subsequently furnished, appears 
on p. 1060.) 

Mr. McMerkrn. I should think their rate should be 20 percent 
cheaper than ours. 

If I could operate under the same conditions, I could put in a 20 
percent rate reduction tomorrow. 

Senator Corpon. I would think so. 

Do the public bodies pay any »roperty tax on their transmission 
systems in your State? 

Mr. McMerxrn. I believe Santee-Cooper pays the same tax that 
was paid on the land before fhe dam and the lines were built. I do 
not believe they pay any taxes on improvements they have added. 
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Senator Haypen. Do they make any payment to the State in lieu 
of taxes! 

Mr. McMeexin. They have made some payments to the State, but 
they are about 10 percent of what a private utility would pay if they 
had owned the same plant and had the same investment. 

Senator Haypen. In the TVA there is a provision that there should 
be paid to the State of Tennessee and Mississippi a charge in lieu of 
taxes, 

Santee-Cooper does not have that kind of arrangement with the 
State ? 

Mr. McMerxin. They pay in lieu of taxes the same money that was 
paid before the property was developed. 

Senator Haypren. That will be on the real estate. I am talking 
about on the business generally. 

Senator Corpon. It seems to me we need some information which 
ig not available and it ought to be exact in regard to the property 
tax. 

Senator O’Manonry. We ought to have the exact conditions under 
which each of these different institutions operate. 

Mr. McMerxrn. I will be glad to furnish it. I will mail it to you. 

Senator Corpon. Please cite the law. 

Mr. McMrexrn. Yes, sir. 

(The information requested, subsequently furnished, appears on 
p. 1060.) 

Senator O’Manonry. Santee-Cooper is a State enterprise char- 
tered by the State, set up under State law? 

Mr. MeMerxrn. That is correct. 

Senator O’Manonry. By what State is South Carolina Electric 
& Gas Co. chartered ¢ 

Mr. McMeexin. Under the State laws of South Carolina. It is 
a South Carolina corporation. 

Senator O’Manonry. Is it independent ? 

Mr. McMerxrn. It is independent. 

Senator O’Manoney. It is not a subsidiary of any other corpora- 
tion ¢ 

Mr. McMeexrn. It has 30,000 stockholders, no one of which owns 
over 2 percent of the stock and in no way is it connected with a hold- 
ing company or any other corporation. 

Senator O’Manoney. It is a nonaffiliated company ? 

Mr. McMerexin. Yes; and all the directors are South Carolina 
people. We do not have any out-of-State directors in the company. 

Senator O’Manonry. Corporations are cooperatives, too. That is 
where the name comes from. 

Mr. McMrrxrn. I want to say in connection with the cooperatives 
our relations with the individual operating cooperatives have been 
good. I have met with the directors of many of the cooperatives’ 
board of directors on many occasions, and almost without exception 
they tell me, “Mr. MeMeekin, we do not want to see your company 
destroyed or hurt. All we want is the cheapest power we can get 
and that which is dependable. That is our only interest. We do not 
want to see your company hurt.” 

I want that in the record to show the situation. 
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Senator Haypren. To get back to the issue before this committee, 
it is the question of appropriating for a transmission line from Clark 
Hill Dam up to Greenwood. 

Mr. McMerxrn. There are four lines in my territory. There is 
one to Greenwood, to Aiken, one to Batesburg, and one to Columbia, 
and goes on to Hartsville and Mr. Sutton’s territory in connection 
with the Greenwood line. 

I would like to say we wrote to Mr. Leavy, who is Acting Ad- 
ministrator, the following letter: 


Dear Mr. LeAvy: Thank you for your letter of May 7, acknowledging our two 
communications of March 21. I hope that you will be able to fix another date 
to resume conferences with us soon. 

Since our letters of March 21, one other item has come up which we should 
like to include for discussion when the time is set to get together again. I am 
referring to your recent announcement of a contract to sell 5,000 kilowatts to the 
Greenwood County Electric Power Commission, which lies just to the north of 
our 115-kilovolt line now under construction from Stevens Creek to McCormick. 

While from the beginning of our discussions with your Department we have 
indicated willingness to make our facilities available for delivery of Clark Hill 
power to customers like Greenwood County, we have not heretofore had occasion 
to take up this specific case with you. 

I want to assure you that South Carolina Electric & Gas Co. is prepared to 
deliver Clark Hill power to the Greenwood County Commission and to work out 
arrangements for that purpose, either in the form of a separate agreement 
covering the Greenwood situation or as part of the more comprehensive contract 
that we hope to conclude with you. 

The delivery of 5,000 kilowatts of Clark Hill power to Greenwood can be 
accomplished by transmission over our lines now under construction in the 
vicinity of Clark Hill, thence over our high-voltage connections to Duke Power 
Co. and over the transmission facilities of that company to the Greenwood County 
Commission. 

The adequacy of these facilities to deliver a substantial amount of Clark Hill 
power to Greenwood County Commission is evidenced by the fact that South 
Carolina Electric & Gas Co. has at times of low water at the commission’s Buz- 
zards Roost hydro plant transmitted power to Duke Power Co. for delivery to 
Greenwood County. This actual operating experience, together with recent 
engineering studies, shows that our existing facilities in conjunction with those 
of Duke Power Co. are capable of delivering considerably in excess of the 
amount Seutheastern Power Administration has contracted to sell to Greenwood 
County Electric Power Commission, 

In addition to the capacity of present facilities, a relatively short extension 
of our 115-kilovolt Stevens Creek-McCormick line to Greenwood would provide 
transmission capacity for another 50,000 kilowatts of Clark Hill power to 
Greenwood-Duke areas. <A section of this extension lies in the territory of 
the Duke Power Co., and I have been authorized by that company to state that 
if this extension is thought necessary or desirable, it is willing to participate 
in the construction of this extension on a cooperative basis. 

Utilization by Southeastern Power Administration of our facilities, as de- 
scribed above, would render unnecessary the proposed $1,000,000 Government 
investment in transmission to supply Greenwood County Electric Power Com- 
mission and would avoid a substantial duplication of lines. 

We are satisfied that there should be no serious difficulties in reaching an 
agreement on the question of fair compensation for the use of facilities in 
transmitting Clark Hill power to Greenwood. 

Sincerely yours, 
E. L. GopsHALK. 


I want to repeat, this letter constitutes an unequivocal offer by us 
to wheel power for SEPA from Clark Hill to Greenwood County 
Electric Power Commission. 

I have thought that it might be helpful to the committee thus to put 
before it rather fully the situation in regard to delivery of power from 
Clark Hill to Greenwood County. This situation illustrates the rather 
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sharply conflicting views as to the need for the transmission lines 
eR SEPA is seeking. In his testimony before the House Appro- 
priations Committee, the Administrator indicated that the existing 
transmission facilities between Greenwood County and Clark Hill 
consisted of “one small 44,000-volt line.” This testimony was evi- 
dently designed to show a need for an appropriation to construct a 
high- Voltage line. But as the letter just ected points out, there is an 
existing high-voltage transmission network of South Carolina Elec- 
tric & Gas Co. and Duke Power Co. available to deliver power from 
Clark Hill to Greenwood County. The network is more than adequate 
for the 5,000-kilowatt deliveries contemplated—indeed, the presently 
existing lines could easily transmit far in excess of that amount to 
Greenwood County. 

In addition to the appropriation asked for the construction, opera- 
tion and maintenance of lines, SEPA is also requesting a continuing 
fund. In the past, privately -owned utilities have feared the uses to 
which these continuing funds would be put. In the use of such moneys 
by the Southwestern Power Administration, we have an ample illus- 
tration of the fact that these fears are justified. 

In considering the justification of the continuing fund for firming- 
up purposes, it must be recognized that the amount of power a hydro 
plant can produce depends basically upon the amount of water that 
flows into its reservoir. Firming up of hydro power by steam plants 
and other sources does not increase the output of the hydro plant 
but merely increases the amount of power that can be sold at firm 
prices. The exchange of off-peak and on-peak power for firming-up 
purposes on an appropriate kilowatt-hour basis, rather than for cash, 
1s common practice in the utility industry. Therefore it cannot be 
said that a continuing fund is necessary for this purpose. 

We respectfully suggest that if there is a need for an appropria- 
tion for the purposes set forth in the justification of this item that it 
be made in the same manner as are appropriations for the operation 
and maintenance of these projects, based upon supporting estimates 
especially authorized. 

We recognize that the problem you are considering is complicated 
by virtue of its many technicalities. 

We hope that we have presented our position in a manner that will 
be helpful to you. 

All of the letters I have mentioned, other than those I quoted, are 
annexed as exhibits and may be identified by their respective dates. 
I request that they be made a part of the record. 

(The letters referred to are as follows :) 


REPORT OF THE COMMITTEE To INVESTIGATE THE POWER SITUATION IN SouTtH 
CarRoLINnA, Boro Pusitic AND PrIvATE, INCLUDING Co-ops IN REGARDS TO 
PRESENT AND FuTURE NEEDS OF ELECTRICAL PowEeR WITHIN SoutTH CAROLINA 


We, the committee, wish to report as follows: 

1. To thank all parties for the full cooperation in the investigation, both 
individuals and companies and REA co-ops with the exception of the Rural 
Electrification Administration in Washington. They refused any information 
to the committee, and neither United States Senators from South Carolina 
received any information from this agency. Their records are a closed book to 
us; also to the taxpayers of South Carolina and the House of Representatives 
of our State and to us, the committee. We consider it a slap in the face to the 
entire State. 
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We, the committee, feel that any agency of State or Federal Government 
should be an open book when they are spending or lending taxpayers’ moneys 
and when the security of the Nation is not involved. For in not being open for 
information, that is very bureaucratic and dictatorial. 

2. From all information we have, we find that the vast majority of the indi- 
vidual co-ops are doing a good job for rural South Carolina. We believe that the 
breakdowns with individual customers are due to the lack of adequate communi 
cations in areas; that the customers are far apart with no rural telephone to 
notify the local REA of breakdowns. We find that they are promptly fixed 
when notified. 

3. We find no power shortage in South Carolina or where there will be any 
for the next 5 years—the private companies and Santee-Cooper have been gen 
erating power and building more plants for future needs. We find that the only 
ones that say there is a power shortage is Santee-Cooper, Central Electric Power 
Cooperative, Inc., and a few seattered REA’s. All REA’s within central do not 
agree in this regard. We find that the power companies and Santee-Cooper 
have been giving adequate service; that they have been giving ample power; 
that they have been fulfilling their commitments; that they will, except for three 
customers, continue to fulfill their commitments in the future. 

4. (a) The private companies have within the State paid in 1949: 

Federal taxes ita : eed eel tC Oe SRS 
Biehe 16005 2, 178, 933 
State generating taxes___-- 1, 650, 137 
NT AS i oi acca cd ps easiness plea comin mamnaee 1, 208, 948 


(b) Santee-Cooper has paid in 1949: 


To South Carolina : $205, O81 
County taxes__..___-- 34, 900 


(c) The co-ops have paid (from all we have data on) in 1949: 


Federal (social security) - 
Wintey Gied enemOnhees AGN. 3b te es 10, 653 
County tax —- 102 


(d@) From the above figures we conclude that the private power companies are 
‘arrying the vast tax load and that public power is all but exempt from all 
taxes. In the light of this, we feel that private companies are being discrimi- 
nated against for most certainly public power with less than a half million for all 
taxes can sell power cheaper than private companies, when they are paying in 
the neighborhood of $18 million in taxes. That is enough to give any citizen who 
has his State’s welfare at heart pause for thought. For we do not want a welfare 
or socialistic State in South Carolina. And we need taxes to run the State 
government. We have to look at the over-all picture. For the private companies 
are within our boundaries and as has been mentioned above, they carry a terrific 
tax load which constitutes unfair competition; it is not fair for our lawmakers 
to discriminate one against the other. 

(e) We find that as all private power companies are under a regulatory body 
that all should be under the same body or commission—Santee-Cooper, REA, 
Central Electric Power Cooperative, Inc., and all should be fed out of the same 
spoon so to speak. We think it only fair that they should all be treated alike in 
all respects. 

5. We find that the Socialist Party began advocating public power as far back 
as 1923—to take over all private power first, next telephones, and next railroads. 
This is indeed against our American way of life and we are heartily against it. 

We find that the Hardy committee in Washington is doing as much if not more 
in getting to the bottom of some of our public spending and to the bottom of 
some of the bureaus. They are rendering a wonderful service to all the peoples 
of the United States. 

We are deeply concerned from what this investigation has revealed in regards 
to Central Electric Power Coonerative, Inc. We, in South Carolina, are giving 
too much control, too much Federal Government intervention, too much Federal 
power over our electric energy in South Carolina. For if you get the money from 
Washington, they are going to have a hand init. For the Rural Electrification 
Administration in Washington has shown this committee how bureaucratic a 
burean can be. 

6. We are also deeply concerned about the individual members that make up 
Central Electric Power Cooperative, Inc. We believe that they are being used, 
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not knowingly, as a tool to further public power, to enlarge Santee-Cooper’s power 
and transmission lines in South Carolina. For when the indebtedness is paid off 
by Central, all properties go to Santee-Cooper and then what’s to become of the 
individual member co-ops or a member of one of the co-ops. 

Six mills is the rate of pay per kilowatt-hour to Central from Santee-Cooper— 
and the individual members pay 6.2 mills to Central. Is that 0.2 mill for tech- 
nieal staffs, high-price employees, or what? The individual members of the local 
co-ops want to know the answer to this question. 

We doubt that it will remain at 6 mills. We beg you to check section 8555-15 (13) 
of the Code of Laws of South Carolina, 1942: 

“(13) To fix, alter, charge and collect tolls and other charges for the use 
of their facilities of, or for the services rendered by, or for any commodities 
furnished by, the public service authority at rates to be determined by it, such 
rates to be at least sufficient to provide for payment of all expenses of the 
public service authority, the conservation, maintenance and operation of its 
facilities and properties, the payment of principal and interest on its notes, 
bonds and other evidences of indebtedness or obligation and to fulfill the terims 
and provisions of any agreements made with the purchasers or holders of any 
such notes, bonds or other evidences of indebtedness or obligation.” 

We believe that the free thinking, free men of the rural areas of South Caro- 
lina have been sold a bill of goods—whether advertently or inadvertently we 
do not know—fostering and furthering public power in South Carolina in direct 
competition with private industry. 

7. We have no evidence of any kind showing why the Rural Electrification 
Administration in Washington should lend Central Electric Power Cooperative, 
Inc., several millions of dollars to build transmission lines that are duplicating 
lines with private companies. Anyone can see they are duplicating lines by 
merely studying the maps of transmission lines and proposed transmission lines 
in South Carolina; as has been stated above, we could get no information out 
of Washington (REA). 

The members of the South Carolina Public Service Commission—the ones we 
heard from and we heard from all but two—also the utilities division of the 
commission say there is no power shortage in South Carolina. 

8. We find and base our conclusion upon the fact that there is no shortage of 
electrical power in the present or any in the foreseeable future, not only on all 
the data we have but also on the amount of business and industry that has come 
and is coming to South Carolina. We do not believe that business would invest 
millions in South Carolina if there were a power shortage in our State. 

Note.—All data and all reports that were gathered from all sources, along with a copy 
of this report is filed with the public service commission, utilities division 

Note.—All information filed with the public service commission, utilities division. 

JANUARY 23, 1946. 
Hon. R. M. JEFFERIES, 
General, Manager, South Carolina Public Service Authority, 
Moncks Corner, S. C. 

Dear SENATOR JEFFERTES: A meeting was held at the offices of Rural Elec- 
trification Administration in Washington on January 22 and 23, 1946, for the 
purpose of further discussion of the arrangements set forth in our letter to you 
of December 6, 1945, wherein we described certain of the conditions under which 
wholesale electric energy would be supplied to the rural cooperative associations 
served by our two companies. 

Present at this meeting were W. W. Arnett; William Wise; Norman I. Plotka; 
Joseph M. McCombs, representing the REA, and Norman H. Coit; S. C. MeMeekin ; 
W. C. McLain; Frank Hyer, representing South Carolina Electric & Gas Co., and 
George L. Brain: W. D. Ketchum; G. L. B. Rivers; James F. Crist, representing 
South Carolina Power Co. 

As a result of this meeting, we now propose that provisions including the 
following be embodied in the proposed contracts between our companies and the 
rural cooperative associations as conditions of our agreement to supply these 
associations with wholesale electric energy at a price of 7.5 mills per kilowatt- 
hour for resale, it being understood that these revisions and all agreements 
reached at the meeting are subject to the approval of yourself, the Administrator 
of REA, the individual cooperative associations served by the companies, and 
the respective boards of directors of our two companies. 
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(a) Neither the cooperative nor the company shall duplicate the other’s dis- 
tribution facilities nor shall either party distribute or furnish electric energy 
to any premises which, at the time of the proposed service, are receiving electric 
service from the other, or which are capable of being served by the existing 
facilities of the other with an extension not to exceed 300 feet. 

(b) Electric energy purchased by the cooperative from the company shall be 
distributed by the cooperative solely to ultimate users and such energy shall 
not be sold or offered for sale by the cooperative to any person, firm, municipal 
or other corporation, or association for subsequent resale. 

(c) Neither the cooperative nor the company shall furnish or offer to furnish 
electric energy to any premises within the limits of an incorporated town in or 
to which the other supplies such service, except where the other refuses to 
furnish such service or where it is mutually agreed in writing that the coopera- 
tive or the company may furnish such service. 

(d) The rate of 7.5 mills per kilowatt-hour is made available by the company 
only to rural electric cooperative associations organized under the laws of the 
State of South Carolina for the purpose of cooperating with such associations 
in the program of rural electrification in the State of South Carolina. In the 
event that it should be determined by any court of competent jurisdiction, or 
by any regulatory body or tribunal having jurisdiction, that any provision of 
the proposed agreement including the rate hereinabove set out, is unjustly 
discriminatory or results in unjust discrimination against any other customer 
or customers of the company, then the company shall be entitled to withdraw 
or cancel in whole or in part this agreement and the cooperative shall be 
entitled to receive service from the company under any reasonable arrange- 
ment agreed upon by the parties or having the approval of the regulatory body 
or tribunal having jurisdiction: Provided, That either party shall have the 
right at all times to a judicial review in the courts of any action, order or 
approval, or disapproval by such regulatory body or tribunal in such manner 
as may be permitted by applicable law: Provided, however, That if the above- 
stated rate shall be increased, the cooperative shall have the right to terminate 
this agreement within 90 days after the said rate shall have been increased, 
upon the giving of 90 days’ notice in writing. 

(e) Each agreement between the company and a cooperative under which 
the cooperative purchases energy from the company shall be for an initial 
period of 5 years, with automatic extensions for 5-year periods, unless canceled 
by written notice given by the cooperative to the company not less than 1 year 
prior to any expiration date; if, after the expiration of the initial 5-year period 
of the agreement, any governmental or other public power agency shall make 
a bona fide offer in writing to the cooperative for the supply of all of its electric- 
power requirements at the locations where such requirements are being supplied 
by the company for similar service under similar conditions at a lower total 
price per kilowatt-hour of energy delivered into the system of the cooperative 
by the company, the company shall have the option of meeting the said offered 
or contracted price. In the event the company is unwilling to meet such price 
the cooperative shall have the right to terminate this agreement upon 1 year’s 
written notice to the company, provided the cooperative shall have contracted 
with such governmental or other public power agency for the supply of all of 
its electric-power requirements as hereinbefore described at such lower price. 
In the event the company shall meet the said offered or contracted price, it is 
understood and agreed that the agreement may not be terminated by the 
cooperative until its final expiration date. 

(f) Separate contracts shall be entered into between the company and the 
cooperative covering each point at which service is to be delivered hereunder 
by the company to the cooperative: and delivery of energy by the company 
hereunder at each such delivery point shall be at the company’s transmission 
or distribution voltage available at such point. Energy delivered to the coopera- 
tive hereunder shall be measured at the delivery voltage. The cooperative 
shall install, own, operate, and maintain the necessary substation and appur- 
tenant equipment at the point of connection, including the switching and pro- 
tective equipment which may be necessary to enable the cooperative to satis- 
factorily receive and use the electric energy hereunder and to protect the system 
of the company. 

You will understand that our offer to the cooperatives as described herein, 
is contingent upon the execution of the proposed agreement between the South 
Carolina Public Service Authority and our companies and the approval of that 
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agreement and those which we would execute with the cooperatives by the 
legally constituted regulatory authorities having jurisdiction thereover. 
Yours very truly, 
SoutH CAROLINA POWER Co., 
By J. F. Crist, Vice President. 
SoutH CAROLINA ELectric & GAs Co., 
By S. C. McMeexin, EPrecutive Vice President. 
If the arrangement set forth in the above letter is submitted for approval 
by the South Carolina cooperative associations purchasing energy at whole- 
sale from the two companies, signatory to this letter and is approved by South 
Carolina Public Service Authority, it will be approved by the Rural Electri- 
tication Administration. 
W. W. ARNETT. 
JosepH M. McComes. 
Wma. C. WIsE 


SourTH CAROLINA ELeEcrRic-& GAs Co., 
Columbia, S, C., Mareh 8, 1949. 
Mr. WALTER SEYMOUR, 
Chief of Power Division, Department of Interior, 
Washington, D.C. 

Dear Mr. SEyMour: Knowing that Clark Hill hydroelectric project on the 
Savannah River is now under construction and believing that some part of the 
electric power output of that plant will be available for use by the people of 
our State, we wish to advise you that this company and its subsidiary, South 
Carolina Power Co., Charleston, S. C., stand willing and ready to pur- 
chase, when avaliable, any part or all of that project’s power allocated to 
South Carolina. 

Both companies are willing to provide the necessary transmission facilities 
for transmitting the power throughout the service area of both companies, to 
public power agencies within the State, to rural cooperatives, and to neigh- 
boring utility companies. The present network of high-voltage transmission 
lines covering our State, with the addition of a few minor extensions, partic- 
warly in the Clark Hill project area, has adequate capacity to properly dis- 
tribute to the people of our State the project’s entire output or any part of the 
power that may be allocated as South Carolina’s share. 

We are confident that details as to rates and the handling of power for 
cooperatives and other publicly owned power bodies, which may have special 
priority, can be satisfactorly resolved. 

We will be glad to open negotiations for the purchase and handling of any 
part of this power at your convenience. In the event your Department is not 
at this time ready to begin planning the distribution of Clark Hill electric 
power, we will appreciate your giving us an opportunity to discuss this matter 
with you when such discussions are in order. 

Very truly yours, 
S. C. McMEEKIN, President. 


Sourn CArortIna Erecrric & GAs Co., 
Charleston, S. C., August 19, 19509. 
Mr. Ben W. CREM, 
Administrator, Southeastern 
Power Administration, Elberton, Ga. 

DEAR Mr. CREIM: I was glad of the opportunity to meet you and discuss some 
of the matters of mutual interest in connection with the marketing of Clark 
Hill power. 

Our company serves 117,000 electric customers located in 23 counties in central 
and southeastern South Carolina. We have always provided an adequate and 
dependable supply of power for all of our customers and we now have adequate 
generating and transmission faciilties to meet all of the power needs within our 
service area. We are, however, interested in purchasing from your agency any 
amount of the Clark Hill generation that may be allocated to South Carolina. 
1 would like you to consider this letter as our application for any allotment of 
Clark Hill power you may be in position to contract with us for. 
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You will recall that we had some discussion about the construction of trans- 
mission lines. Our company has adequate transmission facilities to presently 
provide for the area it serves and stands ready at all times to build such addi- 
tional facilities as may be necessary in the future, including such lines as might 
be required to bring Clark Hill power to market in the area we serve. 

You asked us for an estimate of our expected load in 1953 and its dispatch, 
and also for typical daily load curves. This information is not yet available 
but we will send it to you when it is completed. 

We understand that you are just getting your organization together and 
just getting started with this marketing problem. However, we would be glad 
to have such comments as you can make now and we are ready to discuss this 
matter with you just as soon as you are in a position to do so. 

Very truly yours, 
E. L. GopsHaLk. 


Soutn CaArotrmNa Exrectrric & GaAs Co., 
Columbia, S. C., December 5, 1950. 
Mr. Ben A. CREIM, 
Administrator, Southeastern 
Power Administration, Elberton, Ga, 


Dear Mr. Crerm: Since the beginning of the construction of the Clark Hill 
project, we have made known to your Department our willingness to purchase 
and/or transmit any part or all of the project’s power which may be allocated 
to South Carolina. In this connection there is attached hereto a copy of a let 
ter we addressed to the Chief of the Power Division, Department of the Interior, 
under date of March &, 1949. 

You will recall that during July of this year Mr. E. L. Godshalk, executive vice 
president of this company, and the writer met with you in your office at Elberton, 
at which time we again assured you of our willingness to handle any part or 
all of the Clark Hill project’s power within our service area, as well as for trans- 
mission to neighboring utilities. As a result of this conference you furnished 
us with a contract form which we now have for consideration. 

We will pay for this power whatever the Federal Power Commission may de- 
termine to be a fair and equitable rate, taking into consideration the Govern- 
ment’s investment in electrical facilities in what they may determine to be a 
prudent period pursuant to the provisions of section 5 of the Flood Control 
Act of 1944. 

While we do not feel that there is any justifiable basis or principle for one 
class of consumer being accorded preferential treatment as to rates for electric 
current over another class of consumer, when the investment on the Govern- 
ment’s part makes them as taxpayers equal partners in the undertaking, we 
will nevertheless agree to deliver and sell to any of the REA local co-ops in 
our service area at present locations or new locations that may later be agreed 
upon, and also to Santee-Cooper and to new defense projects, not now being 
served, having connected loads of 500 kilowatts or more in our service area, 
the amount of power the Governinent may agree to make available to them at 
the same price we are charged for this power plus a necessary increment to 
cover the cost of transmission and utilization of facilities which we own and 
which may be devoted to this use, and the cost of energy losses which may be in- 
cidential to such transmission. Payment for such losses and utilization of 
facilities is to be made in kilowatts and/or kilowatt-hours from Government- 
owned hydroelectric power developments. 

The balance of power purchased will be delivered to the other customers of 
our company at the company’s rates which are determined by the proper regu- 
latory body, whose attention will be directed to any advantages which may 
accrue to our company by virtue of our purchase of this power. In this manner 
full compliance, both in spirit and fact, with the provisions of section 5, Flood 
Control Act of 1944, providing for the disposal of the power in such a manner 
as to provide for the most widespread use, will have been attained. 

We believe this is a fair and equitable proposal, and that it will result in 
marketing the project’s power sooner after production begins, and reaching a 
greater number of persons, than would be the case if the Southeastern Power 
Administration undertook to perform the entire job. 

We know that it will result in virtually eliminating the expenditure by the 
Government of vast sums of money, manpower, and strategic materials, and will 
require comparatively little expenditure of these vital national assets on the part 
‘of the company. 
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We are further convinced that such a proposal as this from a utility company 
in the area will result in the maximum return to the project because such a 
company can more easily and advantageously integrate the secondary production 
into its system than can any other arrangement. 

We would, with a view of determining the details and mechanics necessary 
to effectuate the foregoing proposal, be glad to discuss this with you at your 
convemence, but in the meantime please consider this to be a firm offer subject 
to the stipulations herein contained. 

Attached hereto you will find a copy of a letter which we have this date 
addressed to the Director of the Bureau of the Budget. 

Very truly yours, 
T. A. Bussy, 
Vice President. 


Soutn CARoLina ELectric & Gas Co., 
Charleston, S. C., February 22, 1951. 
Mr. Ben W. CREIM, 
Administrator, Southeastern Power Administration, Elberton, Ga. 


DEAR Mr. Creim: Upon my return to the office after an absence of 10 days, I 
found your letter of February 8, 1951, transmitting six copies of a draft of a 
proposed contract dated January 26, 1951. 

We believe that it is desirable for us to confirm the conversation that Mr. 
Busby and I had with you and your associates in regard to the prospective supply- 
ing of power for the Savannah River project of the Atomic Energy Commis- 
sion, on the occasion of our visit to your office on January 19, 1951. 

We stated that the entire project lies wholly within our service area and 
that while the DuPont Co. had asked us to give them proposals covering a 
number of different situations from supplying all of the power from our system 
to that of supplying a portion of it, we felt that in the interest of the conserva- 
tion of critical materials a portion of the power for the project would be sup- 
plied from the Clark Hill hydro plant. 

In the light of this prospect and because of our interconnections and agree- 
ments with neighboring utility companies, we offered to buy Clark Hill power 
for the duration of the emergency and to integrate its operation with that of a 
steam plant to be constructed by us adjacent to the project site, the first 
75,000-kilowatt unit being on order and delivery promised August 1952, and to 
build the necessary transmission lines from the Clark Hill plant to the project 
site; and stated that in any event we were willing to supplement our transmis- 
sion system with such construction as would be necessary to deliver such portion 
of Clark Hill power as may be allocated to this load. 

We further agreed that it is desirable for our engineers to get together with 
your engineers at a time mutually satisfactory for a discussion of the problems 
of integration of the operation of Clark Hill with the capacities of our system, 
existing and under construction, and also with the capacities of our neghboring 
utility companies through present interconnections and those which may be 
built, to the end that the project would be adequaely served and properly sup- 
ported in the event of emergencies. 

We have just completed a calculating board study of this problem with its 
many ramifications, and our engineers are prepared to talk to your technical 
staff either in Columbia or Elberton. We are suggesting the week of March 12 
for this conference, and we await your advice as to whether or not this date 
would be suitable. 

Sincerely yours, 
E. I. GopsHALK. 


SoutH CAROLINA Etectrric & GaAs Co., 
Columbia, S. C., February 28, 1951. 
Mr. BEN W. CREIM, 
Administrator, Southeastern Power Administration, Elberton, Ga. 


DreAr Mr. CrREIM: Over the past few months we have had two conferences 
and written you several letters pertaining to our purcltase of power from South- 
eastern Power Administration. The proposed definite contract between the 
United States of America, Department of the Interior, and Georgia Power Co., 
Alabama Power Co., Gulf Power Co., and Mississippi Power Co., recently trans- 
mitted to you as Administrator of the Southeastern Power Administration, has 
come to our attention. 


83686—51—pt. 1——67 





















1056 


INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


This letter is to advise you that the proposal made by those companies to you 
is acceptable to us, and we would be willing to enter into a similar agreement 
with you; insofar as any of our previous conferences or correspondence may be 
inconsistent with such an agreement, will you please consider them as super- 
seded by this offer. 

Very truly yours, 


BE. L. GoDsHALK, 
Executive Vice President. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., March 2, 1951. 
Mr. E. L. GopSHALK, 


Ezecutive Vice President, South Carolina Electric & Gas Co., 
Post Office Box 952, Charleston, 8S. C. 


Deak Mr. GODSHALK: This will acknowledge receipt of your letter of February 
28 in which you refer to a proposed contract between Southeastern and the 
members of the Southern Company group and offer to purchase power on the 
same basis. 

The proposal to which you refer is merely a detailed version of a proposal 
made almost a year ago by the Southern Company group which has been un- 
equivocally rejected both orally and in writing upon numerous occasions. As 
such, it is entirely unacceptable to the Government and the companies submitting 
it have been so advised. 

I was very much surprised that your company would make an offer on a basis 
specifically rejected months ago by the Government. The offer must, of course, 
be rejected. 

Since your previous offer contained in your letter of December 5, 1950, was 
rejected by the Government several months ago, it appears that the only pending 
unrejected porposal is the proposal embodied in the contract draft which I sub- 
mitted to you on February 8. We will be glad to discuss this proposal with you 
in Elberton on March 12 or 13 if you desire. 

Sincerely yours, 


Ben W. Crem, Administrator. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 


Elberton, Ga., March 2, 1951. 
Mr. E. L. GopSHALK, 


Executive Vice President, South Carolina Electric 4 Gas Co., 
Post Office Box 952, Charleston, S. C. 


DEAR MR. GopsHALK: This will acknowledge receipt of your letter of February 
22, which purports to be a confirmation of the conversation which we had on 
January 19 with respect to the prospective supply of power to the Savannah 
River project. 

I must point out that your recital is so incomplete that it might well give 
a false impression to one not present at our discussion. You imply that our 
discussion was based upon your offer to purchase Clark Hill power at the bus 
bar and to integrate its operation with your system for the purpose of supplying 
power to the Savannah River project. 

It is true that this suggestion was made. However, as you will recall, I 
unequivocally stated at that time that such an arrangement would not be ac- 
ceptable to Southeastern, but that we would be willing to discuss some joint 
arrangement whereby each party would make deliveries directly to the project. 
Our discussion proceeded on this basis, and it was on this assumption that it was 
agreed that some engineering discussions might be desirable. Since you appar- 
ently are suggesting such discussions on a basis which we have stated to be 
unacceptable, I cannot see where such engineering discussions would be of any 
value at this time. 

It appears that further discussion between us directed toward agreeing upon 
basic plans and policies are in order if progress is to be made on arrangements 
between Southeastern and your company. I will be available in Elberton for 
such discussions on March 12 and 13 if you desire to proceed in this manner. 

Sincerely yours, 
BEN W. CreEIM, 
Administrator. 
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SourH CAROLINA ELecrric & Gas Co., 
Columbia, 8. C., March 21, 1951. 
Mr. Ben W. CREIM, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 

Dear Mr. Cretm: In your communication regarding prospective power supply 
to the Savannah River project, written on March 2, 1951, you state that my 
letter of February 22 is an incomplete recital of our meeting of January 19. My 
letter did not purport to be a complete statement of the extensive discussions 
at that meeting; I think the context and contents showed quite clearly that the 
purpose was to confirm the proposals I had made to you at the meeting. 

Your letter of March 2 speaks of direct deliveries of power by you from Clark 
Hill to the Savannah River project. Any such arrangement would cause inde- 
fensible duplication of facilities. With minor reinforcements, the transmission 
system of South Carolina Electric & Gas Co. can make power from Clark Hill 
available at the atomic-energy site. On the other hand, if as you apparently 
contemplate, the Southeastern Power Administration constructs a Government 
line between the dam and Aiken or the AEC plant, then the resulting duplication 
of facilities will cost the United States at least a million dollars more than 
would otherwise be necessary. This expense would also be reflected directly 
in waste of copper and other critical materials. 

In any event, I share your feeling that there should be a further meeting 
between us directed toward agreement with respect to basic policies concerning 
arrangements for supplying the Savannah River project. I regret that extended 
absence from my office during the first part of the month made it impossible for 
me to take advantage of your proposal to get together in Elberton on March 
12 and 13. I suggest, however, that we fix another date at your earliest con- 
venience. 

Sincerely yours, 
BE. L. GopSHALK, 
Evecutive Vice President. 


ESTIMATED CHARGE FOR POWER TO GREENWOOD COOPERATIVE 


Senator Haypen. What would be your guess would be a fair charge 
for carrying that amount of power, delivering it to this Greenwood 
cooperative from Clark Hill? 

Mr. McMerxin. My guess would be around 1 mill. 

Senator Haypen. That is about 40 miles? 

Mr. McMerxrn. Yes; that is a matter that should be negotiated, as 
you can appreciate. Conditions are different in different areas. You 
asked for my best estimate. My thinking on it would be around 1 
mill. Any agreement we would reach would not be far off that figure, 
one way or another. 

Senator O’Manonry. May I direct your attention tothe map? You 
have marked in green the transmission lines proposed by the South- 
eastern Power Administration. 

Mr. McMeerxrn. Those are correct. 

Senator O’Manonry. Those are the only ones in controversy here, 
as I understand it. 

Mr. McMeexrn. That is correct—that is, insofar as my territory 
is concerned. 

Senator O’Manonry. The first of these is the transmission line from 
Clark Hill to Greenwood. What line of yours does that duplicate ? 

Mr. McMerx1n. You will notice a black line going from Stevens 
Creek up to McCormick. 

Senator O’Manonry. Let me locate Stevens Creek. 

Mr. McMeexrn. That is below Clark Hill. 

Senator O’Manoney. You are referring now to a line that travels 
in a northeastern direction ? 
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Mr. McMeex1n. I will use this map, Senator. This line to Green- 
wood would deliver power from Clark Hill to Greenwood. 

Senator O’Manoney. That is the green line which is the South- 
eastern Power Line? 

Mr. McMeexrn. Yes; that is their proposed line from Clark Hill 
up to Greenwood, to deliver 5,000 kilowatt power that we understand 
is now contracted for. There is a transmission line of ours now within 
2 miles of the Clark Hill project, which will be built by the time Clark 
Hill is completed. If Clark Hill will put 5,000 kilowatts on that line, 
these heavy tie lines from our Saluda plant tie in with Duke there, 
and go through Greenwood and will drop it off at Greenwood and will 
have the effect of decreasing the load on our Columbia-Stevens Creek 
line by 5,000 kilowatts. It will actually lighten the load on that line 
by that amount. 

Senator O’Manoney. You have a line from Stevens Creek in a 
northeasterly direction terminating at Calhoun Falls? 

Mr. McMerxr. That is right. 

Senator O’Manonry. How much power does that carry ? 

Mr. McMerxrn. That line, when it is completed to 115,000 volts 
would carry or could carry 50,000 from Clark Hill up that way to 
Greenwood and can carry 75,000 from Clark Hill back toward Stevens 
Creek plant and on south. 

Senator O’Manoney. It is not completed? 

Mr. McMeerx1n. It is operating at 44,000 volts now. The other line 
is under construction. The 44,000-volt line can carry the present line 
that is there operating today. 

Senator O’Manonry. The line under construction will carry how 
much ? 

Mr. McMeextn. The line under construction will carry 50,000 north 
and 75,000 south from Clark Hill. 

Senator O’Manoney. Is this a race between the Southeastern Power 
Administration and you to get in a new line? 

Mr. McMeexrn. It might appear that way. If there had been no 
Clark Hill, the same line would have been built and has been in our 
budget for several years. It is basically to take care of the load 
growth up in the McCormick-Calhoun Falls area, where we serve 
cotton mills and other businesses. 

Senator O’Manoney. Clark Hill is owned by whom? 

Mr. MoMerxrn. The Government. 

Senator O’Manoney. There is another green line and it is the longer 
one on your map, running from Clark Hill, in a northerly direction to 
Hartsville? What lines of your does that compete with ? 

Mr. McMeextn. That is best shown by the map. If you will look 
at the lines that go from Stevens Creek up through Batesburg and 
Lexington and in to Columbia, you will see that. At that point the 
lines of Carolina Power & Light Co. tie into our system and go on to 
Hartsville. In other words, that entire distance there has in operation 
today a 115,000-volt transmission line going all the way from the 
Savannah River through Hartsville into North Carolina. 

Senator O’Manoney. Are those lines marked in black on the map 
sufficient to deliver the power for which there is a market in the area 
around Hartsville? 
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Mr. McMeexrin. Yes; I would say so. Hartsville is now being 
adequately served. Perhaps someone knows of some new load that is 

oing to be brought in there. Under those circumstances I would 
fave to know the size of the load. There is no power shortage in 
Hartsville today. It is quite an industrial town. It is the Carolina 
Power & Light Co’s territory. 

Senator O’Manoney. Your power comes from Stevens Creek? 

Mr. McMerx1n. Some of it does—that is one of our hydro plants. 
We have a large hydro plant near Columbia, about the center of the 
map here. 

Senator O’Manoney. Is there a market in this general area, covered 
by these lines, your existing lines, which are in course of construction, 
and the proposed lines of Southeastern Power, sufficient to take the 
power developed at Stevens Creek and Clark Hill? 

Mr. McMeexrn. Let me answer that in this way: The load growth 
will be sufficient to take all of the power that Clark Hill generates. 

Senator O’Manoney. As well as Stevens Creek ? 

Mr. McMeex:n. That is right. There will have to be other plants 
built as time goes on. 

Senator O’Manoney. And other transmission lines, too? 

Mr. McMrexin. Certainly. If you would look at the map of South 
Carolina, which was made back in 1910, and look at it today in 1950, 
you would see quite a change. 

Senator O’Manoney. Does it not boil down to this: You would like 
to have the Government develop the power, but you would like to 
have the arrangement made for you to carry the power ? 

Mr. McMrex1n. No, sir. It boils down to this: If for reasons with 
which I am not particularly concerned the Government decided to 
develop power, I do not want them to take that power and put my 
company out of business. I would much rather they buy my facilities 
and use my facilities to take that power and not duplicate those lines 
and put me out of business. 

Senator O’Maxkoney. I thought your previous answers to my ques- 
tions indicated you believe that there is a market there—a growth 
sufficient to take the power developed by both the private and the 
public power plants? 

Mr. McMerxrn. If there were no public power available, the private 
companies would build it and take care of all of it. 

If the Government must develop certain power, it simply means 
that that will not be developed by private companies. In other words, 
if the Clark Hill plant were in operation, if you could put it in opera- 
tion today and throw it on the line, you would have to shut down 
steam plants and hydro plants of privately owned companies in the 
State. There is not existing today enough load to take the Clark 
Hill power and all the other power being generated. That goes for 
the future. Whatever is built by the Government, it will simply mean 
we will not build quite that much. 

Senator O’Manoney. But there is a growing market here; is there 
not 

Mr. McMerxrn. Definitely, and there has been during the 25 years 
I have been in the utility business. There is a great need for it. 

Senator O’Manoney. Is there a market for the power of Stevens 
Creek and Clark Hill, both ? 
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Mr. McMeexrn. There will be. 

Senator O’Manonry. Would the present lines without the proposed 
Southeastern Power lines be sufficient to transport the power of both 
of these plants ? 

Mr. McMeexrn. No. 

7 Senator O’Manoney. So there will have to be new transmission 
ines ¢ 

Mr. McMeextn. There will have to be 22 miles. That is, if you want 
a line to Greenwood—and I do not think it is necessary. But, by build- 
ing a relatively short section of line from a 115,000-volt line into 
Clark Hill and then building another short line from Clark Hill down 
the river to our Stevens Creek substation—I do not know the mileage 
there, but it is not over 10 miles—the entire output of that plant can 
be handled without the construction of any of the green lines you see 
on that map. 

Senator Haypven. Gentlemen, it is now past 5 o’clock. 

Senator Etienver. I havea few more questions, Mr. Chairman. 

Pursuing the questions asked by Senator O’Mahoney, the green 
lines on the overlay before us indicate what SEPA is attempting to 
build, but those red lines indicate what the REA’s propose to build ? 

Mr. McMerexrn. Yes. The black ones indicate the ones that are 
there now. 

Senator E.tenper. Did I understand you to say that the REA was 
taking away your customers from Batesburg? 

Mr. McMeexrn. No. 

Senator ELLenper. What town was it? 

Mr. McMeerxrn. Bamberg; not the REA. 

Senator E.ienper. It is over the REA facilities. 

Mr. McMerxrn. These facilities are leased by them to Santee 
Cooper. 

Senator Errenver. That is doing indirectly what they cannot do 
directly ; is that right? 

Mr. McMeexrn. Yes, very definitely so. 

Senator E:ienver. In other words, these lines are financed by the 
Federal Government on money from the Federal Government, and 
they are leased by the cooperatives to this State authority ? 

Mr. McMeexrn. If the cooperatives owned them, they could not 
serve towns in large areas. They can lease it to the South Carolina 
Public Service Authority, take REA money. 

Senator Eitenper. I think that is wrong. 

Mr. McMerxrn. I thought so and I tried to get public hearings and 
let the public know about it and I could not do it. 


PUBLIC AND PRIVATE POWER RATES AND TAX PAYMENTS 
(See pp. 1046 and 1047) 


Souta Carouina Exectric & Gas Co., 
Columbia, S. C., May 25, 1951. 
Unrrep States SENATE APPROPRIATIONS COMMITTEE, 
Subcommittee on Interior Department Appropriations, 
Capitol Building, Washington, D,. C. 
GENTLEMEN: On May 23, 1951, Mr. 8. C. McMeekin and Mr. E. L. Godshalk, 
president and executive vice president, respectively, of this company, appeared 
before your subcommittee and testified. At that time they asked the permission 
to furnish certain supplemental information. Such information is furnished 
herewith. 
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I. Taxes paid by public power and private power in the State 


Taxes paid by all privately owned electrical utilities in South Carolina for the 
year 1949: ! 
Federal taxes $12, 856, 965 
State taxes 2, 178, 933 
State generating taxes_ 1, 650, 137 
County and local taxes___- 1, 208, 948 
South Carolina Electric & Gas Co. taxes for 1949:2 
Federal income taxes 1, 466, 000 
Other Federal taxes 362, 754 
State 1, O89, 492 
Local_ 813, 268 
. Santee-Cooper taxes in 1949: ! 
To South Carolina , $205, 081 
County taxes PESOS LS wwe waa 
. South Carolina REA co-op taxes in 1949: ! 
Federal (social security) 
state and @wemmoyment tax. = <<... 65556265 scssceecccl see 
Te ee eet ed ok kn pe adeeminan Bs a atic aides 


1 Report of South Carolina House of Representatives committee investigating the power situation in 
South Carolina. 


? This figure is a consolidation of the taxes for the South Carolina Power Co. and South Carolina Electric 
& Gas Co., which 2 companies were consolidated in 1950 into the present South Carolina Electric & Gas Co. 


II. Comparison of co-op rates and rates of this company 


We have been unable to obtain the rates of many co-ops, but append hereto as 
exhibits A, B, and C, the rates of the Aiken Electric Cooperative, Inc., the Pal- 
metto Electric Cooperative, Inc., and the Blue Ridge Electric Cooperative, Inc., 
respectively. 

e also append hereto as exhibit D-1, et sequentia, rate schedules of this 
company, Nos. 1, 8, and 9 for comparison. 

If we can furnish you with any additional information, please do not hesitate 
to let us know. 

Respectfully submitted. 

Soutn Carotina Evectric & Gas Co. 
ArtHour M, WIi.u1AMs, Jr., Staff Counsel. 


Exuisit A.—Aiken Electric Cooperative, Inc-—Schedule of rates for residential and 
commercial service effective October 1, 1947 


SCHEDULE A—FARM AND HOME SERVICE 
Availability 

Available to members of the cooperative located on its line for general farm 
and home uses including lighting, incidental appliances, refrigeration, cooking, 
and power for motors up to and including 5 horsepower or a total connected motor 
load not in excess of 74 horsepower; all subject to the established rules and regu- 
lations of the cooperative covering this service. 


First 20 kilowatt-hours per month 7.0 cents per kilowatt-hour. 

Next 30 kilowatt-hours per month 5.0 cents per kilowatt-hour. 

Next 50 kilowatt-hours per month 3.5 cents per kilowatt-hour. 

Next 100 kilowatt-hours per month 2.5 cents per kilowatt-hour. 

Over 200 kilowatt-hours per month 1.75 cents per kilowatt-hour. 

Minimum charge $1.50 per month where 3 kilovolt- 
amperes or less of transformer 
capacity is required. 


SCHEDULE A—-WH FARM AND HOME SERVICE WITH CONTROLLED WATER HEATER 


Availability 
Same as schedule A, except controlled water heater. 


First 20 kilowatt-hours per month 7.0 cents per kilowatt-hour. 

Next 30 kilowatt-hours per month 5.0 cents per kilowatt-hour. 

Next 50 kilowatt-hours per month 3.5 cents per kilowatt-hour. 

Next 100 kilowatt-hours per month 2.5 cents per kilowatt-hour. 

Next 300 kilowatt-hours per month 1.1 cents per kilowatt-hour. 

Over 500 kilowatt-hours per month 1.75 cents per kilowatt-hour. 
Minimum charge $1.50 per month. 
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SCHEDULE B COMMERCIAL AND SMALL POWER RATE 
Availability 


Available to commercial, small power and three-phase farm members of the 
cooperative located on its linessfor service including lighting, incidental appliances, 
cooking, heating and motors, all subject to the established rules and regulations 
of the cooperative covering this service. Single-phase members having their 
homes on the same premises may include farm and home service on the same 
meter. 

Service under this schedule is limited to members whose load requirements can 
be met by a transformer having a capacity not to exceed 25 kilowatt-amperes. 
Service under this schedule is not available to seasonal members unless otherwise 
provided for. 





















First 20 kilowatt-hours per month__--------- 7.0 cents per kilowatt-hour. 
Next 30 kilowatt-hours per month__-__------ 5.0 cents per kilowatt-hour. 
Next 950 kilowatt-hours per month____-_-~---- 3.5 cents per kilowatt-hours. 
Next 2,000 kilowatt-hours per month_----_-_-- 2.5 cents per kilowatt-hour. 
Over 3,000 kilowatt-hours per month____----- 1.85 cents per kilowatt hour. 


RRS RE enone ne ee $1.50 per month. 


Above are net. 
Add 10 percent if paid later than 10 days from date. 


Exuisirt B.—Palmetto Electric Cooperative, Inc.—Schedule of rates for residential 
and commercial service 
Farm and home service: 


















First 30 kilowatt-hours per month------- 9.0 cents per kilowatt-hour. 
Next 35 kilowatt-hours per month-_-_---~_- 6.5 cents per kilowatt-hour. 
Next 35 kilowatt-hours per month_-_-_-_--- 3.5 cents per kilowatt-hour. 
Next 100 kilowatt-hours per month___~-- 2.5 cents per kilowatt-hour. 
All over 200 kilowatt-hours per month... 1.75 cents per kilowatt-hour. 
Minimum charge .-....-..-4-+.----+--- $1.50 per month. 
Commercial: 

First 30 kilowatt-hours per month------- 9.0 cents per kilowatt-hour. 
Next 35 kilowatt-hours per month___-~_-- 6.5 cents per kilowatt-hour. 
Next 35 kilowatt-hours per month_-__-~-- 3.5 cents per kilowatt-hour. 
Next 2,900 kilowatt-hours per month___- 2.5 cents per kilowatt-hour. 


All over 3,000 kilowatt hours per month... 2.25 cents per kilowatt-hour. 





Exuisit C.—Blue Ridge Electric Cooperative, Inc.—Schedule of rates for residential 
and commercial service 
Farm and home service: 








First 20 kilowatt-hours per month_- - ----- 7.0 cents per kilowatt-hour. 
Next 30 kilowatt-hours per month_----_-_ 5.0 cents per kilowatt-hour. 
Next 50 kilowatt-hours per month__--_--_- 3.5 cents per kilowatt-hour. 
Next 100 kilowatt-hours per month___--- 2.5 cents per kilowatt-hour. 
Over 200 kilowatt-hours per month --- --- 1.75 cents per kilowatt-hour. 
PSTN SONIA So he ios ean neue cee $1.50 per month where 3 kilovolt- 





amperes or less of transformer 
capacity is required. 
















Commercial: 
First 20 kilowatt-hours per month_--_-__-- 7.0 cents per kilowatt-hour. 
Next 40 kilowatt-hours per month___--_- 6.0 cents per kilowatt-hour. 
Next 40 kilowatt-hours per month__-_----- 5.0 cents per kilowatt-hour. 
Next 100 kilowatt-hours per month_----- 4.0 cents per kilowatt-hour. 
Next 200 kilowatt-hours per month_----- 3.5 cents per kilowatt-hour. 
Next 300 kilowatt-hours per month_-_-_--- 3.0 cents per kilowatt-hour. 
Next 500 kilowatt-hours per month___.-- 2.5 cents per kilowatt-hour. 






All over 1,200 kilowatt-hours per month__ 2.0 cents per kilowatt-hour. 
SE OD bs ick oe tmkin ame ttnwawes $1.50 per month. 
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Exursit D-1.—Sovutrs Carouina Exvectric & Gas Co.—ELeEcrriciry 
RATE 1.-——-INDUSTRIAL AND HIGH LOAD FACTOR POWER SERVICE 


Availability 


Available to customers having a connected load in motors or equivalent power 
installation of 25 kilowatts or more and using the company’s standard unregu- 
lated service for power requirements or resale. 

Lighting service may be supplied to industrial customers provided that the 
total lighting load does not exceed 20 percent of the connected load and is inci- 
dental to the customer’s operations. The necessary electrical equipment to 
transform the power circuit voltage for lighting must be furnished by the customer, 

Other customers in order to qualify must maintain an annual load factor of 
50 percent or more. 


Character of service 


Alternating current, 60 cycle, three phase at voltage available at company’s 
option. 


Rate per month 
Energy charge: 
First 5,000 kilowatt-hours at 1.50 cents per kilowatt-hour. 
Next 15,000 ki'owatt-hours at 1.45 cents per kilowatt-hour. 
Next 30,000 kilowatt-hours at 1.30 cents per kilowatt-hour. 
Next 50,000 kilowatt-hours at 1.15 cents per kilowatt-hour. 
Next 400,000 kilowatt-hours at cent per kilowatt-hour. 
Balance to 200 kilowatt-hours per kilowatt 
of billing demand but not less than 
500,000 kilowatt-hours at 0.75 cent per kilowatt-hour. 
Balance to 300 kilowatt-hours per kilowatt 
of billing demand but not less than 
500,000 kilowatt-hours at 0.62 cent per kilowatt-hour. 
Balance to 400 kilowatt-hours per kilowatt 
of billing demand but not less than 
500,000 kilowatt-hours at 0.53 cent per kilowatt-hour. 
“xcess kilowatt-hours at 0.51 cent per kilowatt-hour. 


Maximum average charge: Where customers use in excess of 200,000 kilowatt- 
hours per month and 320 kilowatt-hours per month per kilowatt of billing de- 
mand the average charge under this rate shall not exceed 1 cent per kilowatt- 
hour. 


Fuel adjustment clause 


For those kilowatt-hours in excess of 15,000 used by any customer during the 
current billing month, the monthly bill computed under the above rate schedule 
shall be increased by $0.000065 (65/1000 of a mill) per kilowatt-hour for each 
whole 10 cents increase above $6 per net ton (2,000 pounds) in the average cost 
of bituminous coal. Such cost shall include freight and handling as charged to 
“Operating expense account 703—Fuel” for the operation of the company’s Parr 
steam-electric generating plant during the calendar month ending not less than 
15 days prior to the date of billing. 

In the event the company’s Parr steam-electric generating plant is not operated 
during any month, or consecutive series of months, the average fuel cost reported 
for the most recent month of operation shall be used in computing the fuel price 
adjustment above described. 

Jhenever the average heating value per pound of coal burned is less than 
13,500 b. t. u., the cost may be adjusted to the equivalent of 13,500 b. t. u. per 
pound. 


Billing demand 

The billing demand shall be determined by measurement and shall be the max- 
imum 30 minute integrated demand recorded by suitable metering devices during 
each billing period. 
Minimum charge 


The minimum charge shall be $15 per year per kilowatt of connected load to 
be billed monthly and adjusted annually. 
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Payment terms 
All bills are net and payable on or before the due date indicated htereon. 


Terms of contract 


Contracts shall be written for a period of not less than 1 year. A separate 
contract shall be written for each meter at each location. 


Exuisit D—-2.—SoutH Carouina Extectric & Gas Co.—ELEcTRICITY 


RATE 8—RESIDENTIAL SERVICE 
Availability 
Available to customers using the company’s standard service in single dwelling 
units for residential lighting, cooking, water heating and general household 
purposes. 
Character of service 


Alternating current, 60 cycles, 115 or 115/230 volts, single phase. Voltage at 
option of the company where available. 
Rate per month 
Energy charge: 
First 14 kilowatt-hours for ... 75 cents. 
Next 36 kilowatt-hours at 4.51 cents per kilowatt-hour. 
Next 125 kilowatt-hours at____....._.... 2.75 cents per kilowatt-hour. 
Excess over 175 kilowatt-hours at cents per kilowatt-hour, 


Fuel adjustment clause 

For those kilowatt-hours in excess of 15,000 used by any customer during the 
current billing month, the monthly bill computed under the above rate schedule 
shall be increased by $0.000065 (65/1000 of a mill) per kilowatt-hour for each 
whole 10 cents increase above $6 per net ton (2,000 pounds) in the average cost 
of bituminous coal. Such cost shall include freight and handling expense as 
charged to ‘‘Operating expense account 703—Fuel” for the operation of the Com- 
pany’s Parr steam-electric generating plant during the calendar month ending 
not less than 15 days prior to the date of billing. 

In the event the company’s Parr steam-electric generating plant is not operated 
during any month, or consecutive series of months, the average fuel cost reported 
for the most recent month of operation shall be used in computing the fuel price 
adjustment above described. 

Whenever the average heating value per pound of coal burned is less than 
13,500 b. t. u., the cost may be adjusted to the equivalent of 13,500 b. t. u. per 
pound. 


Minimum charge 
The minimum monthly charge shall be 75 cents net per meter. 


Payment terms 
All bills are net and payable on or before the due date indicated thereon. 


Limiting provisions 

Service shall not be supplied under this rate through a single point of delivery 
and metering to the combined requirements of two or more dwelling units in 
apartment structures or other multifamily residential structures, nor to dwelling 
units having a total of more than 10 rooms, 5 or more of which are rented or 
offered for rent to any person or persons not a member, or members, of the imme- 
diate family of the owner or lessor of the dwelling unit. 


Terms of contract 
Contracts shall be written for a period of not less than 1 year. A separate 
contract shall be written for each meter at each location. 
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Exuisir D-3.—SoutH Carouina Exvectric & Gas Co.—ELEctTrRIcITY 


RATE 9—GENERAL LIGHT AND/OR POWER SERVICE 

Availability 

Available to customers using the company’s standard service for general light 
and/or power purposes not included within the specific availability of any other 
schedule. 
Character of service 

Alternating current, 60 cycle; 115 or 115/230 volts, single phase; 230”and 
550 volts, three phase; and 120/208 volts, three phase network service. ,, Voltage 
and phase at the option of the company where available. 


Rate per month 

Energy charge: 
First 14 kilowatt-hours for 75 cents. 
Next 186 kilowatt-hours at 4.51 cents per kilowatt-hour. 
Next 800 kilowatt-hours at 3.19 cents per kilowatt-hour. 
Next 1,500 kilowatt-hours at 2.20 cents per kilowatt-hour. 
Next 2,500 kilowatt-hours at 1.87 cents per kilowatt-hour. 
Excess over 5,000 kilowatt-hours at 1.65 cents per kilowatt-hour. 


Fuel adjustment clause 


For those kilowatt-hours in excess of 15,000 used by any customer during the 
current billing month, the monthly bill computed under the above rate schedule 
shall be increased by $0.000065 (65/1,000 of a mill) per kilowatt-hour for each 
whole 10 cents increase above $6 per net ton (2,000 pounds) in the average cost 
of bituminous coal. Such cost shall include freight and handling as charged to 
“Operating expense account 703—Fuel” for the operation of the company’s Parr 
steam-electric generating plant during the calendar month ending not less than 
15 days prior to the date of billing. 

In the event the company’s Parr steam-electric generating plant is not operated 
during any month, or consecutive series of months, the average fuel cost reported 
for the most recent month of operation shall be used in computing the fuel-price 
adjustment above described. 

Whenever the average heating value per pound of coal burned is less than 
13,500 B. t. u., the cost may be adjusted to the equivalent of 13,500 B. t. u. per 
pound. 


Minimum charge 


The minimum monthly charge for single phase lighting service or for 120/208- 
volt three-phase network service used solely for lighting shall be 75 cents net per 
meter. 

The minimum monthly charge for lighting and/or power service shall be 75 
cents net for lighting plus $1 net per horsepower for the first 5 horsepower of 
motor or equivalent appliance load and 50 cents net per horsepower for all over 
5 horsepower installed. 

Where air conditioning or other seasonal equipment is installed, the minimum 
charge shall be on an annual basis of 12 times the monthly minimum as deter- 
mined above. 

The minimum monthly charge for X-ray and single phase welding equipment 
shall be $1 net per month per kilovolt-ampere of installed transformer capacity 
necessary to serve this equipment in order not to affect service to other customers. 


Payment terms 
All bills are net and payable on or before the due date indicated thereon. 


Temporary and floor sanding service 


Temporary service for construction purposes and traveling amusements will 
be rendered under this rate to any customer paying in advance the full cost of 
erecting and removing all lines, transformers, and other service facilities necessary 
for the supply of service, but, in no event shall the said charge be less than $3 per 
connection. In the case of floor sanding and finishing operations, the charge 
shall be $5 including connection cost and energy for a period not to exceed 6 days. 


Terms of contract 


Contracts for installations of a permanent nature shall be written for a period 
of not less than 1 year. A separate contract shall be written for each meter at 
each location. 





1066 INTERIOR DEPARTMENT APPROPRIATIONS, 1952 


SoutnH CaroLInA ELEctrIc AND Gas Co. 
Columbia, S. C., May 26, 1951. 


Unitep States SENATE APPROPRIATIONS COMMITTEE, 
Subcommittee on Interior Department Appropriations, 
Capitol Building, Washington, D. C. 


GENTLEMEN: Under date of May 25 we mailed you certain information supple- 
menting the testimony of Mr. 8. C. McMeekin and Mr. E. L. Godshalk before 
your subcommittee on May 23. Upon reading the transcript we find that this 
information must be supplemented to complete the data desired. That is the 
office of this letter. 

The South Carolina Public Service Authority (Santee-Cooper) makes pay- 
ments in lieu of taxes if after payment of necessary operating expenses, annual 
debt requirements on notes and bonds, and the discharge of all annual obligations 
arising under finance agreements with the United States sufficient funds remain; 
these payments in lieu of taxes are made to the various counties of the State 
“equivalent to the amount paid for taxes on properties at the time of their acqui- 
sitions by the Authority.’”’ The same is true of property payments to municipali- 
— school districts. Section 8555-18 of the South Carolina Code of Laws 
or , 

According to section 8555-19, the Authority pays over to the State Treasurer 
for the general funds of the State, semiannually, net earnings not necessary or 
desirable for the prudent conduct and operation of the business, or to pay the 
principle and interest on its bonds or other evidences of indebtedness or to fulfill 
the terms and provisions of any agreements made with the purchasers or holders 
thereof. 

Very truly yours, 
Sourma Carourna Exvectric & Gas Co. 
Artuur M. WIL.iaAMs, Jr., Staff Counsel. 


SUPPLEMENTAL STATEMENT OF J. T. DuDLEY 


(See p. 953) 


SuPPLEMENT TO STATEMENT oF J. T. DupLEY, MANAGER OF THE SINGING RIVER 
E.Lectric Power AssociaTiIon, LucEDALE, Miss. 


INADEQUACY OF POWER SUPPLY 


The cooperatives who purchased power from Mississippi Power Co. wish to 
state the following objections to the wholesale power contract between their 
cooperatives and the power company. 

he service in general is not considered adequate or dependable. These co- 
operatives employed engineers during the latter years of the war to make studies 
on the different systems and to recommend changes which would make the sys- 
tems capable of meeting present demands and the estimated demands which 
would be made on the systems during a 10-year period. Very large sums of 
money were spent by the systems to bring about these changes through increas- 
ing the size of conductors and rephasing lines, and adding additional substations. 
In addition to these expenses, the six cooperatives involved estimate that they 
have spent one-half million dollars to take care of the inadequate service provided 
by the power company. This latter expenditure involved the purchase of expen- 
sive equipment to correct poor voltage regulation which existed on the trans- 
mission lines of the company and the construction of transmission facilities to 
take care of transmitting the power from the power company’s facilities to the 
load centers of the cooperatives. The cooperatives estimate that another one- 
quarter million dollars will be required within the next few years to take care of 
similar conditions. 

In addition to this investment, the operation and maintenance of these voltage 
regulation and transmission facilities is quite expensive. This works an addi- 
tional hardship on the cooperatives when approached by rural industries for any 
sizable lots of power, because, in most cases, transmission facilities would make the 
purchase unfeasible. 

DUPLICATION OF FACILITIES 


Our wholesale contract prohibits cooperatives from serving a farm, home, or 
commercial user who is being served by the power company or who’s establish- 
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ment can be served by an extension of the power company’s facilities up to two- 
tenths mile. The same section of the wholesale power contract sets up conditions 
under which the power company can serve consumers who are members and re- 
ceiving service from the cooperatives. This we very vigorously oppose. There 
are actual cases now in more than one cooperative where the company is negoti- 
ating for industrial loads which are wholly within the area served by the coopera- 
tive and miles away from any consumers of the power company. 


TERMINATION OF CONTRACT 


Our contracts will remain in effect for a period of 5 years unless terminated by 
the power company because of violation. One of the provisions to which we object 
is that the power company may discontinue our service on a 15-day written notice 
unless violations are corrected. It also provides that the power comany can 
terminate our contract after the 5-year period upon 6 months’ notice. A termina- 
tion of this nature would place extreme hardships on the cooperatives involved, 
We feel that the expenditures made by the company in order to provide service 
are taken care of within the first 5 years of the contract and that after this period 
the service should be available for whatever length of time the cooperatives desire 
to use it. 

MISCELLANEOUS 

We object to a provision which prohibits us to sell energy to any persons, firm, 
corporation, or association for resale. It is virtually impossible for us to prevent 
violation of this provision, especially with respect to tenants, fishing camps, 
tourist camps, ete. 

We are required to execute a contract for each of our metering points on the 
power company’s system. We object to this and feel that our billing should be 
based on total use of each system to give us the advantage of the lower brackets 
in the rate schedule, and the advantages of a better load factor. 

In some cases we are served by substations used by the power company for their 
own distribution facilities and in these cases no provisions are made to prevent 
an outage on our system when trouble develops on the power company’s distribu- 
tion facilities. 

We feel that we are discriminated against when interruptions occur on the power 
company’s transmission facilities in that we are always last, or among the last 
loads picked up when service is restored. 

Senator Haypen. Gentlemen, we will have to recess until 10 o’clock 
tomorrow morning. 

Mr. Wurreneap. Mr. Chairman, I have a court engagement down 
in Virginia tomorrow. I would like to make two statements. First. 
in ie oe the electric cooperatives pay all of the State taxes, pay all 
of the local property taxes that the power companies pay. 

Mr. Moore, speaking for VEPCOQ, said they had offered the co-ops a 
flat 7.5-mill rate. That is true. It was offered 7 days before the ex- 
tensive hearing was to begin before the State Corporation Commis- 
sion on Old Dominion’s application, and the offer contains this clause: 

This agreement is applicable only to a nonprofit electric cooperative financed 
by the REA, an agency of the United States Government, which purchases its 
entire requirements, other than such that it supplies by generation from facili- 
ties it now owns. 

That agreement seals us off effectively from all Government hydro 
sites in Virginia and elsewhere. 

Mr. Brancn. I have with me Mr. Charles A. Collier, Mr. Chairman. 
He will have a great many answers and information that will be of 
interest to your committee. He is here not only to appear at this 
hearing, but is here for the purpose of testifying at the Internal Rev- 
enue Building tomorrow morning at 10 o’clock in connection with a 
te ix matter. I wonder if your program would permit us to go on at 

2 o’clock, at which time he would be available. If not, I will be here 
at 10 o’elock. 
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Senator Hayven. That will be all right. 

Mr. Brancu. I do not want to discommode the committee at all. 
I think it might be more helpful that way. 

Senator O’Manoney. There are some members of the committee who 
have other assignments, Mr. Branch. 

Mr. Brancu. I would like to have all of the members of the com- 
mittee here. 

Senator Haypen. The committee will be in recess. 

(Whereupon, at 5:30 p. m., Wednesday, May 23, 1951, the hearing 
was recessed, to reconvene at 10 a. m. on Thursday, May 24, 1951.) 





